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FOREWORD 


This study was projected shortly after the annual- 
wage issue was newly brought to public attention 
through the case presented on behalf of the United Steel 
Workers of America before the National War Labor 
Board. President Roosevelt made his request for an 
official study of the annual wage under the auspices of 
the Advisory Board of the Office of War Mobilization 
and Reconversion in March 1945. There was a sense 
of urgency in the motivation, to ensure wartime labor 
against the threat of employment insecurity which 
was widely predicted. Since then the annual wage has 
temporarily yielded the forefront of public discussion 
to more immediately pressing issues of national labor 
policy. The current high levels of employment and 
living costs would also account for temporary sublima- 
tion of the annual wage as a prime issue in current col- 
lective bargaining. 

The problem of employment insecurity is too funda- 
mental, however, for consideration of wage guarantees 
to remain long in the background. In the industrial set- 
ting of the postwar period, it is unlikely that proposals 
for the guarantee of an annual wage will be limited to 
individual company plans. As the scope of the issue is 
extended to major sectors of the economy, it needs to 
be studied in relation to the total economic setting which 
the guarantee of annual employment and wages may 
entail. Such a treatment of the subject obviously differs 
from those that have dealt primarily with the terms of 
a commitment that may be worked out between the 
employer and employees of a given firm. 

From the standpoint of the Institution and the au- 
thor, there is an advantage in presenting his analysis 
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when the issue is not under high pressure in current 
labor negotiations. His study, it will be found, has been 
focused on the longer-run implications of a general 
adoption of annual-wage agreements, rather than on ap- 
praisal of individual company plans. 

In carrying forward his analysis, the author has had 
the benefit of generous co-operation from business 
and labor executives, as well as from persons in the 
public service and the academic field who have been 
engaged in labor research. The Brookings Institution 
joins the author in making general acknowledgment of 
the valuable aid given by the individuals and institutions 
involved. 

The author also desires to express his personal appre- 
ciation of the services rendered by those directly asso- 
ciated with him in the preparation of the manuscript. 
Professor Lothar Richter of Dalhousie University, 
Halifax, the director of the Maritime Bureau of Indus- 
trial Relations, conducted a series of interviews with 
labor leaders for the specific purposes of this study. The 
results of his interviews are embodied in Chapter II on 
the attitude of labor. During the earlier stages of the 
study the author had the able assistance of Mr. Fred 
H. Blum, formerly with the Social Security Board, par- 
ticularly in the review and appraisal of statistical ma- 
terials. 

Harold G. Moulton, 
President. 
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PARTI 


BACKGROUND AND CURRENT POSITION 

There are two ways of approaching the annual-wage 
issue. One is to treat it as a problem in personnel rela- 
tions as between management and employees. The other 
is to regard it as a problem in the organization of our 
economic society. The latter becomes the more signifi- 
cant as the area of industry brought under wage guaran- 
tees is expanded. 

In practice, American experience with wage and em- 
ployment guarantees has been related to the first ap- 
proach. Employees and employers have experimented 
with arrangements designed to make the worker feel 
more secure in his status as an employee and the manage- 
ment more confident of securing the employee’s best 
efforts. 

With the organization of workers into progressively 
larger and more comprehensive collective bargaining 
units, increasing interest has been manifested in the pro- 
tection of tenure for wage earners as a group. The com- 
prehensive character of recent demands for an annxial 
wage on behalf of organized labor in the steel industry 
and of other large bodies of workers, has lent added in- 
terest to the broad implications of the annual wage for 
national economic policy. 

Individual company experiments in the guarantee of 
wages have been so limited in scope, that their effect on 
the economic structure as a whole has been too slight for 
measurement. If, however, annual-wage guarantees are 
contemplated as a prevailing pattern for industry, it 
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becomes far more important to consider the cumulative 
influence of the spread of annual-wage guarantees upon 
the climate of industry. It is with that broader aspect of 
the annual wage rather than with its implications for the 
individual firm, that- this study is primarily concerned. 

Part I is devoted to establishing a background against 
which the implications for the economy in the spread 
of wage guarantees may be more clearly seen. It deals 
with the aims of a guaranteed annual wage from the 
standpoint of the employee. It reviews the experience 
with annual-wage programs to date to see what signifi- 
cance that experience may have for the more general 
application of the guaranteed wage across industry. It 
examines the characteristics of our economy which seem 
pertinent to a judgment of how the annual wage may 
fit into our present economic structvire. 

The urgency of the annual wage as a labor issue may 
wax or wane, according to whether employment op- 
portunity is high or low, or whether other labor objec- 
tives may at the moment appear more practical of 
achievement. But the problem of economic security for 
the worker remains. Inasmuch as pay rolls can be sus- 
tained only as production supports them, management 
and labor have a common interest in appraising the an- 
nual-wage guarantee for its potential influence on pro- 
duction and employment. 



CHAPTER I 


EXPANDING OBJECTIVES OF THE 
ANNUAL WAGE 

The focus of interest in the annual wage has shifted 
from the security plans initiated by individual firms to 
the program of organized labor for industry-wide guar- 
antees of year-round employment and pay rolls. In pre- 
war discussion of the annual wage, the point of departure 
was the management policy imder which a given com- 
pany regularized production, reduced labor turnover, 
and thereby paved the way for more regular employ- 
ment and pay rolls than generally obtained in the given 
line of business. On the postwar scene the takeoff is from 
the annual wage itself. The guarantee of the workers 
yearly income is given a dual role: to create high total 
purchasing power and at the same time to stimulate 
management toward a level of production matching its 
pay-roll commitments. 

Consideration of the annual wage has thus now been 
placed in the setting of national economic policy, as a 
line of exploration in the quest for ways and means of 
sustaining a “fuU employment” level of national income 
over the years ahead. It is toward the implications of the 
guaranteed annual wage in this new and larger frame 
of reference that the present study will mairdy direct its 
analysis. 

ITS PLACE IN THE QUKT FOR SECURITY 
Through the record of human sodety runs a theme of 
alternation between the desire for security of status and 
the urge to be released from the restraints of the status 
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quo. When feudal serfs became wage earners, their new 
freedom subjected them to the hazard of finding their 
own means of employment and of holding their jobs in 
competition with others. Whether competitive access to 
the labor market has been regarded as a real or dubious 
privilege has depended upon the character of the re- 
sources and the stage of economic development, as well 
as the temperaments of individuals and nations. 

In the United States, the prevailing attitude toward 
work and wages was one of opportunism so long as there 
were obvious frontiers beckoning to all comers. The 
rewards of risk, rather than the promise of security, 
captured the imagination of nineteenth century Ameri- 
cans, immigrant or native. The mass psychology under- 
went change with the subsequent occupation of the land 
and the shift of population to urban centers. The typical 
assurance of a subsistence from the soil gave way to a 
complete dependence upon money wages and the job 
that paid them. Mass production contributed generally 
to a rise in material standards of living; but at the same 
time it often involved sweeping decisions that could 
suddenly change the economic life of a community. The 
growth of big business accentuated the dependence on 
job tenure and continuing pay rolls; and by the same 
token, it gave rise to the counterdeyelopment of big 
labor, likewise capable of decisions profoundly afFecting 
the life of the nation. 

The economic value of the sense of well-being in the 
worker that stems from confidence in the stability of his 
pay checks has been recognized to a degree by manage- 
ment as well as by labor. Various company pkns de- 
signed to regularize employment and labor earnings 
appeared after World War I, though most of them had 
to be abandoned after 1930. With the depression of the 
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early thirties, the public concern for wage security 
sought expression in legislation like the NRA and WPA 
and in the more permanent Social Security Act which, 
among other features, provided definite compensation 
to the unemployed in industry. The Fair Labor Stand- 
ards Act of 1938 not only set up the machinery for en- 
forcement of minimum wage standards, but (in section 
7 of the act) attempted to foster the guarantee of year- 
round employment and wages by provisions under which 
overtime premiums could be saved by firms which met 
certain standards for regularity of employment. At the 
same time, union agreements as well as xxnilateral man- 
agement policies increasingly included provisions for 
dismissal notice and severance pay. Moreover, the pas- 
sage of the National Labor Relations Act (the Wagner 
Act in 1935) provided new legal sanctions for the or- 
ganization of workers in their common interest. 

The unprecedented demand for labor in World War 
II eased the stress on job security. As labor turnover 
reached its all-time high, workers moved freely to more 
lucrative jobs from the occupations to which they had 
been attached. Special wartime legislation was deemed 
necessary to freeze them temporarily to their industrial 
posts. But as the end of the war approached, the concern 
for job security reappeared. Wage rates represented a 
fiction unless a steady job ensured regular take-home 
pay. Moreover, in many occupations the wage rates had 
already been brought up to a point where further efforts 
to enlarge labor’s share in the production were destined 
to yield diminishing returns. It was logical, therefore, 
that an increasing fraction of the labor leadership should 
give weight to job tenure and regularity of take-home 
pay as the next major objective of collective bargaining. 

Meanwhile, the Wagner Act under wartime condi- 



6 


GUARANTEE OF ANNUAL WAGES 


tions vastly extended the areas of jurisdiction for labor 
organizations. With the memberships of several single 
unions approaching the half million figure, the workers 
in key industries like steel, automobiles, and textiles were 
brought almost without exception under the aegis of 
their respective industrial unions. The scope of union 
decisions was expanded to the level of industry-wide 
policy} and, indeed, through the CIO and the AFL, 
some aspects of union policy assumed nation-wide im- 
plications. It is in this setting that the guaranteed annual 
wage has assumed its current prominence as a national 
issue. 


ANNUAL WAGE AS AIM OF MANAGEMENT 
The term “annual wage” has been loosely used to 
cover a variety of management approaches to the prob- 
lem of regularizing the employee’s income. Strictly 
speaking, a “guaranteed annual wage” would mean a 
guarantee of year-round employment at a specified rate 
with regular pay checks, assuring the employee a stated 
minimum of annual income. It would imply a cl^m of 
the employee to a regular pay check whether or not the 
volume of production covers the employment and wages 
guarantee. Such unequivocal commitments are excep- 
tional. They are to be found in a comparative handful 
of firms, mainly in distributive lines, covering the skele- 
ton force of needed employees. The typical plans which 
will later be examined’ may be called annual-wage plans 
in this sense: whether they feature a minimum amoxmt 
of employment or an averaging of weekly wages, or the 
supplementing of low earnings and inadequate unem- 
ployment compensation, they are all designed to achieve 

^ See Chap, 3. 
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greater regularity in the annual wages paid to their em- 
ployees. 

Regularization of employment, along with the iron- 
ing out of fluctuations in production, has also been a 
major aim of management in many firms which have 
never announced annual-wage plans. But the formal 
commitment to a wage-security plan has more’ definitely 
let the employee know where he stands. The cushion 
offered to the worker and his family against fluctuations 
of income, between peak employment and lulls, made 
for a less harried, steadier labor force. The company 
programs were intended to encourage a community of 
interest between management and the labor force. Re- 
moving the fear of layoffs could mean higher operating 
efficiency and better assurance of continuing business. 
The inauguration of an annual-wage program was 
usually preceded by an experimental period in which 
the management determined what it could afford to 
promise without jeopardy to the enterprise. The formal 
commitment to a wage-security plan challenged man- 
agement to bring production practices and marketing 
policies into closer harmony with stable, weekly pay 
rolls. Consequent refinements in operation have in turn 
made it possible to extend eligibility to a larger fraction 
of the working force, and occasionally to liberalize the 
commitments. 

Firms operating under annual-wage plans have been, 
as a rule, in consumer goods lines with relatively con- 
sistent demand and predictable seasonal fluctuations in 
output. This is true of the annual-wage plans most com- 
monly cited as successful — ^Hormel in meatpacking j 
Nunn-Bush, shoes 5 Procter & Gamble, soaps and fats. 
Of the currently reported imion agreements containing 
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annual-wage clauses, the majority are with retail estab- 
lishments.^ 

On this basis of action, initiated by individual com- 
panies in relatively stable lines, annual-wage plans were 
not only limited in number, but excited comparatively 
little general public interest before the war. The subject 
has taken on new life and broader implications for the 
economy since the deep concern of labor in the transition 
from high-level war activity to the resumption of peace- 
time conditions has placed the annual wage high on the 
list of current objectives of organized labor in collective 
bargaining. 

NEW ROLE IN COLLECTIVE BARGAINING 

The occasion for putting the guaranteed annual wage 
into new prominence was provided by the United Steel 
Workers of America, CIO, in the case for wage adjust- 
ment which it presented to the National War Labor 
Board in the summer of 1944. As part of their request 
for wage adjustments, the steel workers asked for the 
guarantee of employment on an annual basis throughout 
the industry. The proposal for job security by the United 
Steel Workers of America directly involved 86 “basic 
steel” companies and approximately 400,000 employees 
affiliated with the union. 

• In responding to the petition of the United Steel 
Workers for a guaranteed annual wage, the War Labor 
Board said that “in the present state of the country’s 
information on the subject, the Board is not prepared in 
this case or in other dispute cases, to impose such guaran- 
tees by order.”’ The Board would, however, approve 

* For data on firms and employees covered by annnal-wage agreements, 
see the same, pp. 64, 65, 

‘National War Labor Board, Office of War Information, 3-1851 
^^asic Steel” Division, Nov. 25, 1944. (mimeo. release.) 
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such plans for the guarantee of annual wages as might 
be worked out between labor and management by collec- 
tive bargaining. The Board recommended to the Presi- 
dent “that the whole question of guaranteed wage plans, 
and the possibility of their future development in Ameri- 
can industries as an aid in the stabilixation of employ- 
ment and the regularization of production, should now 
be comprehensively studied on a national scale.”* Presi- 
dent Roosevelt accordingly directed that such a study be 
undertaken by the Advisory Board of the Office of War 
Mobilization and Reconversion. 

Confirming the executive mandate, an official study 
of the guaranteed wage was implemented by a congres- 
sional appropriation and launched in the fall of 1945.“ 
Several of the large industrial corporations, including 
General Motors, U. S. Steel, and Shell Oil have under- 
taken special studies of the possibility of further wage 
stabilization. The intention of pressing for an annual 
wage in forthcoming negotiations has been expressed by 
the labor leadership of the oil, rubber, automobile, meat 
packing, and maritime industries, among others. These 
groups alone involve an aggregate union membership 
of more than 2 million industrial workers, as compared 
with a total coverage of 12,500 industrial workers in 
present union agreements containing stabilized wage 
commitments.® 

RELATION TO FULL EMPLOYMENT PLANNING 

In this new frame of reference, a study of the annual 

*The same. 

*The study was carried forward under the direction of Murray W. 
Latimer, and the final report submitted to the Advisory Board of the 
OWMR in January 1947. 

* ‘‘Guaranteed-Employment and Annual-Wage Provisions in Union 
Agreements,” MontMy Labor Review, April 1945, p. 708. 
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wage necessarily brings up a number of pertinent ques- 
tions concerning the pattern of industry in which the 
guarantee would be feasible, or to which it may give rise. 

It is significant that the steel industry should have 
been selected as a test case for demanding a nation-wide 
application of the annual wage. That carries the issue 
into the durable goods industries, where employment has 
been subject to extreme cyclical fluctuations; and it 
thereby raises the whole problem of stabilizing produc- 
tion and demand where they have been least predictable. 
The value of an annual wage in steel, as in other lines 
of durable goods, would lie in protection against changes 
over the years rather than in the adjustment of pay rolls 
and operations to offset the seasonal fluctuations in some 
consumer lines. Thus, we must project the problem in 
terms of guarantees that 'vrill run for an extended period. 
In an industry like steel, which derives its orders from 
the demands of other industries, the feasibility of a con- 
tinuing annual-wage guarantee will be related to the 
problem of synchronizing demand and employment 
among interdependent industries. These issues go well 
beyond the prewar scope of the annual wage in which 
commitments involve the management and employees 
of a single firm. 

If we follow through on the conception of an un- 
equivocal guaranteed annual wage, the question will 
also arise as to how to provide such payments when there 
is no comparable volume of sales with which to cover 
the wages. Would the commitment of an individual firm 
under a general industry agreement for an annual wage 
need to be reinforced from a more general pool of re- 
sources? Would such an underwriting require govern- 
ment participation in the pool, to take care of cases where 
a whole industry is in a depression state? 
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On this score the labor advocates of general annual- 
wage agreements have voiced the belief that the annual 
wage will provide an answer to the problem of produc- 
tion and employment. It is argued that if guaranteed 
annual wages are undertaken during the present period 
of high employment, that will mean an assured fund of 
purchasing power in the hands of the masses, which in 
turn should liven the demand for new investment to 
match the sustained consumer market. The area of fail- 
ure to meet commitments would thus be reduced to a 
manageable minimum. With the aid of existing unem- 
ployment compensation measures, the annual-wage pro- 
gram should be virtually self-sustaining. The economics 
of this position will need ejamination. 

QUESTIONS RAISED BY GENERAL GUARANTEES 

The bargaining position of labor and particularly of 
organized labor under a generalized annual wage must 
also form part of the inquiry. Experienced leaders of 
old-line craft unions have already indicated their ap- 
prehension that industry-wide annual wages may handi- 
cap further efforts toward higher wage rates; that it may 
reopen hard-won seniority agreements; that it will 
loosen craft lines; that it increases the likelihood of in- 
tervention by the government in the collective bargain- 
ing process. 

Would the regularization of incomes through annual- 
wage commitments tend to increase total employment 
and aggregate income of the labor force? Would the 
security to eligible workers improve the employment 
prospects of those who have not yet qualified under the 
guaranteed provisions? 

From the \tiewpoint of this study, the experiments of 
indi^dual companies TOth regularization of production, 
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marketing, employment, and wages have provided 
useful case material within a limited area of the subject 
under consideration. To what extent do these experi- 
ments of individual companies with annual-wage pro- 
grams throw light on the broader questions of how total 
employment, man-power mobility, competition, and in- 
vestment would be affected by the extension of annual- 
wage commitents to the bulk of industry? What direction 
would business policy take on product development, 
pricing, and related competition behavior, in the event 
that a general guarantee of annual wages is applied to an 
industry? 

In the ranks of both management and labor there has 
been some experience with the annual wage. Among 
companies, as well as among unions, some thought has 
been given to means of regularizing employment and 
wages even though annual-wage agreements have not 
resulted. It will be the purpose of the two ensuing chap- 
ters to draw the pertinent inferences from the experience 
of managements which have operated under annual- 
wage plans and also to ascertain the position of labor 
organizations on the annual wage as it would apply in 
different industries. 



CHAPTER II 


LABOR’S POSITION ON GUARANTEED 
ANNUAL WAGES’ 

The immediate implication of the term “guaranteed 
annual wage” is that it is a promise of greater security 
to labor with which management may or may not be 
willing or able to go along. The fact that the recent 
drive for annual-wage guarantees has emanated from 
the ranks of an important labor organization, tends to 
reinforce the implication that the annual wage is labor’s 
program' — a program which labor has to sell to manage- 
ment. A connotation that may therefore creep in is that 
those who are on the side of labor favor the guaranteed 
annual wage, while those who are opposed to the annual 
wage are opposed to the interests of labor. 

In the light of this conception it would seem useful to 
indicate the varying points of view held by labor leaders 
and organizations, as well as the fectors and criteria 
which go to form their attitudes. As we shall see, labor 
leaders are not yet prepared to join in a clearcut answer 
to the question, “Does labor generally favor the applica- 

‘The impressions gleaned for this chapter, on the attitude of labor 
toward the annual wage, are largely the refiection of interviews and 
correspondence with labor leaders in a variety of industries. For a sub- 
stantii portion of the material gathered from conversations with labor 
leaders, the author is indebted to Professor Lothar Richter ©f Dalhousie 
University, Director of the Maritime Bureau of Industrial Relations, who 
undertook the interviews for the purposes of this study. The author is 
solely responsible, however, for the presentation of views as given 
in this chapter. The ofE-the-record statements of the labor leaders in- 
volved are not amenable to direct quotation or naming of the speakers 
whose opinions were expressed, except that in some cases the appearance 
of similar views in publications has made quotation and documentation 
possible* 
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tion of the guaranteed annual wage to industry?” An 
effort to learn what labor representatives think of the 
annual wage has revealed a diversity of reactions. They 
range from sympathetic acceptance of the principle 
through varying shades of skepticism about its applica- 
tion, to apprehension over its disturbing effect on the 
gains already won in traditional collective bargaining. 

There is no question about labor’s grave concern with 
job security; no single postwar problem appears to weigh 
more heavily on the worker’s mind. But this interest in 
job security has not yet been translated into any wide- 
spread interest of labor in the drive for a guaranteed 
annual wage. The subject of a guaranteed annual wage 
has been given comparatively little space in the labor 
press. Moreover, the diversity of annual-wage plans has 
tended to cloud the issue. In interviewing labor leaders, 
it was often necessary to explain the annual wage in its 
varied forms before pertinent responses were forthcom- 
ing. This observation applies to CIO ranks as well as to 
the others, even though CIO unions in general have 
been more interested than those in the AFL in the pro- 
posal for industry-wide guarantees of an annual wage. 

The typical labor leader is quick to note the difference 
between the annual wages obtained during continuous 
high employment, and the kind of guaranteed annual- 
wage protection that depends on a formal agreement by 
means of collective bargaining negotiations. For pur- 
poses of an annual-wage agreement, he is concerned 
about what employees shall be covered, and how those 
not covered will be affected by the commitments made 
to the eligible workers. He is likely to point to the vary- 
ing abilities of competing employers and competing 
areas to uphold annual-wage guarantees. The old-timers 
in labor organization are especially interested in the 



LABOR’S POSITION 


J5 


effect on seniority rights, on the maintenance of going 
hourly rates, and on the protection of craft lines. There 
is usually a zeal for the retention of collective bargain- 
ing prerogatives in the local organization to meet local 
conditions. The following summary may suggest the lines 
along which annual-wage policy is likely to develop. 

ATTITUDES OF THE FEDERATIONS 

The treatment of the annual-wage concept at the level 
of economic policy, as a phase of the general problem of 
employment security, has been confined largely to the 
national spokesmen for the labor federations. The sepa- 
rate unions are more prone to focus their attention on 
whether a guaranteed annual wage is applicable to the 
special problems of the workers within the given indus- 
try or union jurisdiction. It therefore seems logical to 
take up, first, the official word of the two major national 
federations. We may then see how far “the party line” 
is followed in the comments of labor representatives who 
have felt free to express their personal views on the 
annual wage for their respective industries and localities. 

The official line of the CIO. The most articulate sup- 
port for industry-wide guarantees of an annual wage has 
come from the national CIO and its affiliates in steel and 
marine crafts. In Guaranteed Wages the Year Rounds 
issued by the CIO for the education of its membership, 
the subject is presented as still in the thinking-aloud 
stage, with the argument centering on the need for job 
security.* The annual wage is seen as an aid to the 

* “We do not pretend to have all the answers. The Sub^Committee on 
the Guaranteed Wag'e appointed at President Roosevelt^s request is 
making: a detailed study of the entire problem. CIO unions are develop- 
ing programs for their own industries. Many employers and economists 
and management experts are giving serious thought to solutions. 

*^t is hoped that these studies and discussions will result in many 
useful proposals. How quickly such proposals are adopted depends 
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achievement of full employment because — and here is 
the underlying assumption — ^Industry under the guaran- 
teed annual wage means assured purchasing power to 
the laboring masses. That purchasing power, in turn, 
means a maintained demand for goods such as will as- 
sure continuing high levels of production and employ- 
ment and thus make good the guarantees.® 

The CIO places the initial responsibility for providing 
and guaranteeing steady jobs upon management, with 
the risks of idleness to be met by the employer. 

If employers will agree to give labor regular work and 
pay, the whole community will benefit. . . . 

If employers fail to provide jobs, and workers are forced 
to remain idle through no fault of their own, then why should 
their wives and children bear the cost? 


The employer sets aside a fund to replace old machines, to 
pay ojff bondholders and people who have put money into the 
business. It is just as important to set aside money to protect 
workers who have put their strength into their jobs and whose 
hopes and livelihood depend upon employment."* 

The general form of guaranteed annual wage de- 
manded for the steel workers and sponsored by CIO 
as a standard for industry, has been explained by Philip 
Murray as follows: 

. . . Reduced to a simple formula, the guaranteed annual 
wage as requested by the union suggests that management be 
required to give workers 40 hours work each week for 52 weeks 
— ^arriving at a figure of 2,080 hours. That figure of 2,080 
would be multiplied by whatever is the individual’s hourly rate. 

on mobilizing widespread popular support.” From the “Foreword” by 
Philip Murray. 

* Guaranteed Wages the Year Round, p. ii. Also Harold T. Rutten- 
berg, in “Should Industry Attempt to Guarantee Labor a Minimum An- 
nual Wage?” Town Meeting Eulletln, Oct, 12, 1944. 

* Guaranteed Wages the Year Round, Foreword and p. 20. 




LABOR'S POSITION 


*7 


For each week during the life of the contract that the employe, 
for reasons beyond his control, does not receive a sum equal 
to this minimum amount, the company shall make up the 
difference.® 

In the CIO’s attack on the problem of irregular in- 
come, emphasis is placed on cyclical fluctuations, which 
loom larger in the argument than do seasonal variations. 
But there is no attempt to state how far ahead a guaran- 
tee would have to run to meet the cyclical problem. On 
the contrary, when the question is faced as to just what 
guarantees are obtainable, it is expressly noted that not 
every industry can be committed to the standard CIO 
model as given above, “Just what the contract says de- 
pends on the union and the employer. Like other terms, 
it is decided by agreement to meet the special sitxiation 
in the plant or industry. Thus, wages are a definite cost 
that must be met — and the employer figures out a way 
to meet them.”® 

This is in keeping with the widely-held view that the 
CIO presented its proposal on behalf of the United Steel 
Workers before the War Labor Board as a trial balloon, 
and as a starting point for bargaining. Said Mr. Murray; 
“It was to be expected that when we tossed this demand 
into collective bar^ining it would enjoy the benefit of 
that great American custom of TOde and open discussion. 
It has. . . 

The CIO is apparently striving for a generalized 
formula that may be used as a model for annual-wage 

^ Ne*w York Times Mag&une^ Apr. S, 1945, p. la. 

^ Guaranteed Wages the Year Rounds p. 4, 

^ Tlie same. In the same vein runs the statement of an organizer for 
the steel workers: set our program for annual wages in the steel 

industry not because we believed that employers would grant it, but 
because it was the one way to get public attention focused on the 
problem,’^ Antioch R&oiew, Vol. V, No. 3 (1945)5 P» 45 
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agreements to cover a substantial fraction of industry. 
And it looks to the government as a rear line of defense 
to come to the rescue of business that cannot by itself 
make good the guarantee.® 

The official line of the AFL. The current position of 
the American Federation of Labor on the annual wage 
appears to be one of taking no official cognizance of the 
proposals advanced by CIO. In an issue of the Americm 
F ederationisf that came out shortly after the steel brief 
was submitted, William Green accepted the annual wage 
as a legitimate objective in union negotiations, just as he 
would explore any avenue of stabilization that would 
mean greater job security without, however, sacrificing 
labor’s freedom of action in collective bargaining. 

As evidence of a concern of long standing with the 
stabilization of annual wages, Mr. Green has cited his 
efforts to stabilize worker incomes in the automobile 
industry during NRA negotiations in 1934. At that time 
he backed a proposal that the industry estimate its wage 
bill a year in advance and make commitments in con- 
sonance therewith. According to Mr. Green, “the refusal 
of the automobile manufacturers to put the plan into 
effect was not the result of any specific objections to the 
plan. It was a refusal to accept the plan merely because 
it was a union proposal.” He notes, moreover, that “the 
experience of the past twelve years in other industries 
has demonstrated the workability of the guaranteed 
annual wage. As the result of collective bargaining 
negotiations the annual-wage guarantee has become a 

® ‘‘How much help the government will have to give depends on how 
much business can do itself. That is largely up to business. The CIO 
stands ready to cooperate with it in planning steady jobs. But what 
business cannot do by itself or with labor’s aid, the people, through our 
government, must provide,” GuaranUed Wages the Year Rounds p. 14. 

•April 1945, p. 5. 
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reality in many widely-diversified sections of the in- 
dustry.”“ It is in terms of specific agreements in particu- 
lar cases, in conjunction with wage and other standard 
bargaining issues, that the AFL endorsement is given. 

The AFL is more reluctant than thb CIO to set an 
annual-wage pattern for its affiliates to aim at. First, 
reliance is placed on individual adjustments through 
bargaining rather than industry commitments. More- 
over, “adjustment of the wage rate to the productive per- 
formance, the skill and the experience of the worker 
must remain at the heart of the process of wage deter- 
mination, of the setting of the wage standard.” To the 
AFL, “the wage rate . . . [is] the basic measure of the 
worker’s worth to the employer.”” 

Mr, Green would steer clear of any over-all provision 
for the annual wage that may displace volimtary bar- 
gaining between management and labor. 

We must not look upon the annual wage as a magic formula. 
It is not applicable in all situations. Nor does it lead itself 
to general application by government mandate. The annual 
wage involves every issue of wage and employment policy, 

and should be applied on a voluntary, not a compulsory, basis. 

12 

There is no simple single formula for an annual wage plan 
which could be applied indiscriminately in any employment 
situation. An effective annual wage plan must fit the operating 
realities of a particular firm or a particular industry. It must 
not be used as a device to lower the establidied wage standards 
of workers brought under the plan.” 

The distinction between industries is sharply drawn 
in the AFL approach. At one end of the industrial scale 

” The same, p. 5. 

“The same. 

“The same, p. 33. 

“ The same, p. 32. 
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Mr. Green notes industries whose production has already 
been stabilized, and which therefore “offer the widest 
scope for the initial application of the annual wage plan.” 
At the other end of the scale are the seasonal industries 
such as those engaged in the processing of highly perish- 
able products, and the construction industry with its 
characteristic ups and downs. Construction is specifically 
mentioned as the exceptional case incapable of stabiliza- 
tion in the near future. It is the area between these 
extremes that offers “the greatest opportunity for a con- 
structive and co-operative effort between unions and 
management to apply the annual wage guarantee.”^ 

Mr. Green lays down four propositions as prerequi- 
sites for an annual-wage program acceptable to labor. 

1. It must be adapted to the operating relations of 
a particular firm or a particular industry. 

2. It must not be used as a device to reduce the estab- 
lished wage standard of workers under the plan. 

3. It must not give greater stability to one group at 
the expense of the rest of the employees of the establish- 
ment, turning the others into casual workers. 

4. The plan must be the outgrowth of mutual agree- 
ment between the union and management, dictated by 
the practical experience of both. 

POSITION OF THE DIFFERENT UNIONS 

Of the two labor federations, the CIO seems more 
concerned with economic policy guidance for its constitu- 
ent members than does the AFL. The latter more 
nearly represents a loose confederation of highly autono- 
mous unions which, like the United Mine Workers, 
make their own policy. In either case, the viewpoint of 
the individual labor organization is likely to be influ- 

“The same. 
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enced more by conditions peculiar to its industry than 
by the fact of its affiliation with the CIO or the AFL. 
Despite the initiative of the CIO in pushing the annual 
wage, there are important groups therein that have 
significant reservations on the applicability to their 
present setup. On the other hand, the American Feder- 
ation of Labor includes unions like the International 
Electrical Workers and the Hatters Union, which have 
given serious and sympathetic consideration to the de- 
velopment of an annual-wage program. 

It would seem logical, nevertheless, first to take up 
the industries where CIO prevails, then proceed to cer- 
tain hybrid situations, and finally consider those defi- 
nitely in the AFL camp. Support of the annual wage is 
now part of the official national policy of the CIO. 
Therefore an individual union affiliated with the CIO is 
placed in the position of having to defend, as a spedal 
case, any departure from support of the annual wage. 
On the other hand, the preponderance of craft unions 
is in the ranks of the AFL; unions Bke those of the 
building trades have well-established mores that may 
be threatened by industry-wide adoption of the annual 
wage. Hence we commonly find opinion in the American 
Federation of Labor to be one of caution toward the 
annual wage. By the same token, an AFL union that 
does accept the annual wage as an objective is significant 
as an advance guard in an organization which, as a whole, 
has not officially committed itself to the program. 

The CIO Unions 

The opening of the campaign for annual wages on 
the part of the CIO was the case presented by the steel 
workers before the War Labor Board. The fact that 
the subcommittee on the annual wage was authorized 
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as a direct result of the steel workers’ demand, like- 
\wse tends to focus attention upon that industry when 
CIO sponsorship of a guaranteed annual wage is men- 
tioned. 

United Steel Workers of America. The brief pre- 
sented on behalf of the United Steel Workers empha- 
sized the point that a guarantee of continuing year-round 
wages to the workers in a cyclically sensitive industry 
like steel would have highly desirable effects on the 
general economy. In the first place it would tend to 
stabilize the purchasing power of the workers where 
income has been notably unsteady. The assured purchas- 
ing power of steel workers, along with automobile work- 
ers and others subject to cyclical changes in the past, 
would tend to keep up the demand for the products of 
steel and for other durable goods. That very fact, it is 
asserted, would exercise powerful influence in checking 
the spread of fluctuations in industry as a whole. 

The labor spokesmen in steel recognize that they be- 
long to a strategic union within the CIO — one with a 
membership of nearly three quarters of a million work- 
ers. That numerical pre-eminence was taken to place 
upon steel workers the responsibility of assuming the 
initiative in stating the general case for guaranteed 
annual wages. The blanket request before the War 
Labor Board for 2,080 hours of annual pay at an agreed 
rate, was on behalf of all steel workers who have been 
connected with the industry for three months or more. 
No indication was given by the union spokesmen as to 
methods whereby the reserves of good years may be 
carried over to support the deficiencies of low production 
years. 

The argument runs that the steel industry is in the 
business group that profited heavily from the war, and 
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that it is therefore in a position to make financial pro- 
vision for wage guarantees until the workers are eventu- 
ally protected through the mass purchasing power 
generated by regular pay checks. The argument is fol- 
low’ed up with a reference to the tax refunds that became 
available to iiidustry in the event profit rates during the 
transition period fell below the prewar average. Labor 
is reminded that the farmer likewise has a guaranteed 
support price for key war products. Labor thus remains 
as the group which has yet to attain corresponding 
measures looking to the stabilization of its incomes. 

These lessons in economics obviously emanate from 
the top level of spokesmanship for labor in the steel 
industry. The process of educating the rank and file to 
the implications of the annual wage is a slow one. The 
evidence on that point which appeared in a few random 
conversations with steel workers was partly confirmed in 
an independent poll made in November 194.5 — ^twenty 
months after the Steel Workers annual-wage case was 
presented to the War Labor Board. In that poll less 
than 40 per cent of the steel workers answered “Yes” 
to the question, “Have you heard of the annual wage?”^® 
The United- Automobile Workers. Labor leaders in 
the automobile industry appear to be content for the 
present to follow the lead of the steel workers in respect 
to the annual wage while the consolidation of gains in 
wage rates is central in UAW strategy. While president 
of the United Automobile Workers, R. J. Thomas had 
expressed himself as strongly behind the armual-wage 
principle. In his capacity as chairman of the CIO Com- 
mittee on Housing, he advocated the reform of the con- 
section industry so that it might be brought under the 
kind of mass production that will permit the application 

Factory Management^ December 1945, pp. 84-85. 
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of the annual wage to that important area of industry. 
This is in line with the attitude of the Reuther faction 
in UAW, which regards the promotion of a full employ- 
ment program with strong government support as the 
necessary prelude to the implementation of guaranteed 
annual wages in the automotive industry. 

The Marine Worker^ Unions. The ultimate in 
annual-wage programs may be represented by the spokes- 
men for the marine workers’ imions. The steel workers 
stopped short of tackling the moot questions of national 
regularization of their industry that may flow from a 
general application of the guaranteed annual wage such 
as was requested before the War Labor Board. But at 
least one CIO group appears to have no inhibitions on 
this score. The Industrial Union of Marine and Ship- 
building Workers, seconded by the National Maritime 
Union of America, has not only come out with a formal 
demand for guaranteed annual wages, but has suggested 
means of implementing those demands by the rational- 
ization of resources and production for the maritime 
industries. 

We have here the case of a union that grew to un- 
precedented proportions as a result of the wartime boom 
in shipbuilding and was feced with an equally drastic 
reduction in its ranks and employment opportunities. 
The union’s proposals not only comprehend regulariza- 
tion of wages on an aimual basis, but also involve setting 
a floor of operation and employment to be maintained 
with government co-operation as a matter of national 
public policy. 

The core of the program is the guarantee of an annual 
wage to a substantial nucleus of workers attached to the 
industry. For the standard shipyard mechanic it is fixed 
at $3,000 per annum, with proportional rates for the 
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others. The program suggests for the postwar period the 
reduction of the work week from 48 to 35 hours while 
maintaining the guaranteed annual earnings of $3,000. 
Adjustments are to be made corresponding to changes in 
the cost of living. The union program further demands 
that employers pay 3 per cent of the wages into an un- 
employment fund. Payments therefrom should bridge 
the gap between prevailing unemployment compensation 
benefits and the full-time wage. Provision is also in- 
cluded for the granting of severance pay to workers who 
must be permanently laid off from the industry, equiva- 
lent to 8 per cent of their annual earnings for a maximum 
of five years. 

Realizing the inevitability of the reduction from war- 
time levels of employment in the industry, the union 
advocated a planned slowing up of the decline. Ship- 
building and ship maintenance constitute a “public in- 
dustry” which must be mdntained in the interest of the 
nation “irrespective of the means required.” The floor 
of employment in the maritime industry is set at 500,000 
after 1947. That figure was viewed as “the absolutely 
basic employment needed to maint^n American ship- 
ping and shipbuilding upon a healthy basis.” 

The maritime union would not dodge the question 
whether the shipyard operators could guarantee annual 
wages to any large percentage of the workers in view 
of the violent fluctuations to which the industry has in 
the past been subject. In the wording of the Executive 
Board, the union recognizes: 

. . . that guaranteed annual wage {dans cannot be established 
on a nationwide baas without establishing a planned economy 

in America Unplanned production, unrestrained com^tition 

are two conditions under which it would be impossible to 
guarantee the job security of American wa^ earners. There- 
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fore organized labor must work for a planned economy, in the 
public interest, based upon open markets and free world trade.^® 

The Executive Board oflFered specific suggestions for 
equalizing job opportvuiities, like the “allocation of ship- 
building and repair contracts upon the basis of yard and 
ports or regions, so that a fairly level employment may 
be maintained for the permanent force of employees 
envisaged under the guaranteed annual wage plan.” 

Since the spontaneous development of such a program 
would take too long, government assistance is requested 
to initiate guaranteed annual wages as a means of ward- 
ing off the effects of a postwar slump. But the officers of 
the union do not concede that the national planning of 
their industry would do away with their autonomous 
activity as a union. They apparently visualize the in- 
dustry as continuing under private operation j and they 
want to make certain that the union fully participates 
in the plans made for the guarantee of wages in the 
industry. “It has been the sad experience of labor,” 
according to the Shipworkers’ Executive Board, “that 
where guaranteed annual-wage plans were in effect, they 
were usually instituted by paternalistic employers to 
prevent union organization of their workers and to ob- 
tain production at the lowest possible cost.” 

Nearly a year before the shipyard workers published 
their plan, a related group, dependent on the sea for 
their livelihood, had gone on record in favor of a guaran- 
teed annual wage — ^the National Marine Union, CIO, 
under which the seamen are organized. Early in 1944, 
the council of the seamen’s union adopted a resolution 
declaring that “demands of the war and postwar period 

“ “Guarantee Annual Wage for Our Security,” The Shipyari Worker, 
Apr. 9, 1945, p. 2. 
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for a Strong, efficient, stable merchant marine require a 
guaranteed annual income for seamen, men operating 
at top skills, and the ironing out of problems in a steadily 
improving atmosphere of labor-management-govern- 
ment co-operation.”^^ The resolution deals at some length 
with the advantages that would accrue not alone to the 
seamen and their families, but to the community and the 
nation, if the income of seamen were made secure. 
The seamen’s union, however, does not go as far as the 
shipyard workers to indicate how that stabilization is to be 
achieved. 

The marine program has been discussed at some 
length because it is the only one within the ranks of the 
CIO which carries to its logical conclusion the implica- 
tions of the official approach of CIO to a guaranteed 
annual wage. Other CIO leaders were inclined to smile 
at a reference to the program of the shipyard workers, 
as one would at a dear aunt who had entered second 
childhood. Yet the fact remains that the leadership of 
the shipyard workers, faced with the decline of their 
industry, has recognized — ^more frankly than the rest of 
the CIO seems prepared to do — ^that the guarantee of 
industry-wide annual wages in a precarious industry 
entails the underwriting of the conditions under which 
the annual-wage program can be carried out. 

The group of CIO unions that we have just covered — 
steel, UAW, shipyard and marine workers — ^represent 
the fullest acceptance of the CIO “official line” on an- 
nual wages. In greater or less degree, they stand for an 
annual-wage program as the starting point for the opera- 

“See, *‘Ask Set Yearly Wage for Stable Industry,’^ The Pilot 
(official organ of the seamen’s union), July 2i, 1944. 
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tion of big industry. The problem of justifying the pay- 
ment of wages for productive work is placed in the lap 
of management. It becomes the problem of government, 
representing the whole economy if management cannot 
solve it. In that approach, labor is relieved of the risk of 
layoffs, whether due to seasonal or cyclical fluctuations in 
production. 

Conversations with individual representatives of the 
steel and automobile industries have indicated that they 
would settle for a lot less than the CIO brief has implied. 
In the first instance of a steel agreement under the CIO 
program for an annual wage — that with the Wildman 
Manufacturing Company — a one-year contract was 
signed guaranteeing 1,200 hours work to the 70 per cent 
of the force with five years or more of continuous service. 
It was hailed as a major victory by the union’s organ.’® 
A similar CIO guaranteed annual-wage agreement, with 
the Orgill Brothers of Memphis, Tennessee, involving 
eight workers, provides that “nothing herein shall im- 
pair the right of the employer to terminate employment 
of any employee because of change of business conditions 
or for cause.’”® 

Thus, compromise for part of the loaf is accepted as 
tactically sound. The acceptance of partial guarantees 
is not regarded by the steel spokesmen as an abandon- 
ment of the full annual-wage guarantee as the objective. 
The early agreements have significance, however, as in- 
dicating a recognition of the need for keeping actual 
agreements well within the resources of the firms whose 
employees are affected. 

The next labor groups to be considered are in meat 

“ See, “First in Steel,” Steel Labor, August 1945, cover page. 

“ The same. 
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packing, clothing, and textiles. They have the common 
characteristic of involving nondurable goods with rather 
definite seasonal patterns. They also represent industries 
which have labor unions in AFL as well as CIO. In no 
instance was a labor leader from these industries opposed 
to the annual wage as an ultimate goal; but the limita- 
tions and difficulties of any uniform application of the 
annual wage in their respective industries were placed in 
the forefront of their thinking. 

Industries with Divided Affiliations 

Meat packing. In meat packing, union strength is al- 
most equally divided between the CIO and the AFL 
unions. The idea of an annual wage has received more 
general affirmative response from meat packers in the 
CIO than among the AFL representatives of the indus- 
try. There was not, however, a disposition in either camp 
to accept wholeheartedly the guarantee of annual wages 
on an industry-wide basis — at least not for the present. 

It was pointed out by national officers of the United 
Packinghouse Workers of America, CIO, that its only 
local under an annual-wage guarantee was Local No. 9, 
in Austin, Minnesota, comprised of employees of 
George A. Hormel & Company. While the CIO itself 
has pointed to the Hormel setup as an example of the 
beneficial efFects of a successfully operated annual-wage 
plan, the meat packing representatives were inclined to 
be critical in their analysis of that situation. In the first 
place, they were frank to point out that their union did 
not develop the Hormel plan. They viewed the Hormel 
plan as a formula of the management, based on manage- 
ment’s criteria of safe margins, and already in operation 
before the workers were organized. 
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The main value to the workers in joining the CIO was 
said to lie in the fact that through the union they could 
more effectively present their objections to certain man- 
agement proposals, or their demands for further con- 
cessions.*® 

On the AFL side, the workers in the meat industry 
are represented by the Amalgamated Meat Cutters and 
Butcher Workmen of North America, an organization 
that has been operative for half a century. During an 
executive meeting in the fall of 1945, the vote of its 
Board, according to one of the officers, was unfavorable 
to the guaranteed annual wage. This was explained in 
part by the fact that the majority of the officers are men 
of long union experience, representing the more highly 
skilled workers, like the meat cutters. It was further 
explained that the AFL union includes workers in a 
large number of small wholesale and retail markets as 
well as slaughtering houses; that the union helped to put 
these small organizations back on their feet after the 
depression which followed World War I, and that the 
union did not want to jeopardize the solvency of the 
smaller operators by submitting them to conditions 
which only the large operators could find advantageous. 
Nevertheless, the value of the annual wage as an ideal 
for the industry was sympathetically recognized. One of 
the AFL leaders expressed the belief that “if you put 
the naatter before the locals and properly explained it 

*The comment of one labor leader, whose name must be withheld, 
was to this effect : “I wouldn’t like to see the Hormel plan spread to our 
other CIO locals. The men in the plant mostly take what Hormel 
worked out for them, so there isn’t much that we can build up for our 
men to fight for, to keep up interest in the union. If we sign any more 
annual wage agreements, they’d better be union made^ instead of taking 
only what the management would do anyway,” 
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to them, the great majority of the members would be in 
favor of annual wages.” 

The Meat Cutters’ union points to efforts toward 
regularization of employment going back to World War 
L Following that war, the union obtained an award from 
an arbitration board headed by Federal Judge Altschul, 
of a guaranteed work week of 36 hours. The guarantee 
was lost by the union in 1922, but the demands of the 
meat cutters for a guaranteed work week bore fruit 
in the agreements since 1934, starting with a guaranteed 
week of 28 hoxirs and gradually increasing to the current 
36 hours." 

In the meat packing industry, the caution respecting 
more ejctensive coverage under the guaranteed annual 
wage arises from problems of union status. In this con- 
nection it was brought out that a guaranteed annual wage 
in the meat packing industry would require a shift of 
workers from one department to another. Seniority 
rights would be disturbed; eligibility for preferred status 
imder employment guarantees would tend to be on a 
general plant seniority rather than a department sen- 
iority basis. Wage differentials between types of sldlls 
would thereupon have to be reduced, and some of the 
craft lines erased. Hence, the union leaders were not 
prepared to “rush into” a disturbance of the union struc- 
ture, even where they recognized the ultimate value of 
annual-wage guarantees “when they can be made to 
stick.” 

The textile workers. The textile workers represent 
another area of industry in which the approach to the 

^ The point o£ the guaranteed work week is that if a worker is taken 
on at the beginning of the week, he must be given work or compensa- 
tion for the mmlirm m guaranteed number of hours in that week. 
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annual wage is not governed by loyalty to the particular 
federation under which the union belongs, but rather 
by the problems peculiar to the structure and locale of 
the industry. Among the textile workers, largely CIO, 
the immediate problem in 1945 was to raise the hourly 
rates, which were below those prevailing in other union- 
ized industries. Their position at that time was: “We 
have no time to think about the guaranteed annual wage 
at present j when we have won the battle for a rise of 
minimum hovurly rates . . ., we may be able to go into the 
question of guaranteed annual wage.” They see, more- 
over, that after winning a substantial increase in hourly 
rates, they will have to allow time for adjustment of the 
industry to the new rates j and labor leaders foresee that 
during that transition, management will not risk a com- 
mitment to annual-wage guarantees. 

The garment workers. There is no area of industry in 
which the desirability of achieving guaranteed annual 
wages to the workers is more fully recognized than in the 
clothing industry. The apparel trades have a record of 
early attempts to overcome the seasonal and feshionwise 
extremes that have made work in that industry especially 
precarious.®® Though the ladies’ garment workers are 
mainly AFL (International Ladies’ Garment Workers 
Union), and the men’s clothing workers are mainly CIO 
(Amalgamated Clothing Workers of America), the 
differences in viewpoint were few, and these were re- 
lated to visible differences in the structure of the men’s 
and women’s clothing business. 

In men’s clothing, which is dominated by the Amalga- 
mated, CIO, big industry appears to be evolving from 
the earlier pattern of the garment trade of small and 

“ See The Cleveland Plan, Chap. 3, pp. 7a and 79. 
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relatively unstable firms. The union has collaborated 
with employers in efforts to ejctend advance planning of 
production and marketing so as to provide greater regu- 
larity of employment. These are considered to be more 
successful than earlier abortive guarantees that could not 
weather changes in business activity. The labor leader- 
ship apparently prefers to continue with a limited but 
practical program of obtaining from local employer 
groups such concessions in the way of minimum employ- 
ment guarantees and severance pay as may be won by 
taking advantage of opportunities offered in local collec- 
tive bargaining negotiations. 

Questioned on the feasibility of more general annual- 
wage commitments, union leaders in both the men’s and 
women’s garment industries point to the competition 
between different localities and the corresponding differ- 
entials in wage rates. As a result, they fear that commit- 
ments forced upon any one area of the garment trade 
may lead to migration and an increase in insolvencies. 
One top union executive expressed the opinion that in 
the garment industry the guaranteed annual wage was 
not feasible unless it could be achieved on a statutory 
basis covering the industry as a whole across the nation. 

The negation of the feasibility of the annual wage for 
the clothing business is especially eiddent in the ladies’ 
garment field. It was pointed out that the women’s 
clothing industry is characterized by multitudinous small 
shops, many of which merely get up lines for sale, while 
their garments are actually produced through contractors 
and jobbers. The life span of many firms is notoriously 
short. In recent years the movement of a large segment 
of the industry from the East to the Pacific Coast has 
increased the problems of an industry which suffers 
from, yet depends upon, the fiddene^ of fashions and 
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seasons. Under these conditions, the labor leaders see a 
reconstruction of the character of the industry itself as a 
prerequisite to any practicable application of industry- 
wide annual wages. This does not prevent them, how- 
ever, from obtaining what concessions they can in the 
way of guaranteed minimum employment when the 
given situation appears to warrant such commitments. 
For, in the view of its leaders, there is no group in the in- 
dustry which has a greater yearning for job security or 
has more reason therefor, than the workers in the 
shifting ladies’ garment industry. 

The AFL Unions 

Although the AFL unions as a whole are less favor- 
able to the annual-wage idea, there are some notable ex- 
ceptions. 

The hat, cap, and millinery industry. A more optimis- 
tic view of prospects for the annual wage is taken by the 
union executives of the hat, cap, and millinery workers. 
Contributing to that attitude is the make-up of the in- 
dustry. Two thirds of the firms are well-established, and 
some of them are large. Employment in certain branches 
of the industry, like the manufacture of felt hats, is 
stable. Stetson, for instance, employs 1,500 to a,ooo 
workers the year round. The millinery industry, on the 
other hand, is highly seasonable and not in anything like 
the favorable position of the other lines to convert the 
“yearning for security” into annual-wage guarantees. 

The United Hatters, Cap, and Millinery Workers 
Union is an AFL affiliate. Nevertheless, its union litera- 
ture has revealed more systematic thought on the prob- 
lem of the annual wage than is to be found in the labor 
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press generally, not excepting that of the CIO unions.^^ 

The Ha^ Worker y official publication of the union, 
offers one of the rare cases in which an AFL union has 
directly referred to the CIO demand for the annual 
wage and given it a sympathetic treatment. The ques- 
tion as to whether the guaranteed annual wage is feasible 
where an industry is subject to wide cyclical fluctuations 
is met as follows: 

Steel belongs to the products most sensitive to the business 
cycles which kept our economy in a state of chills and fevers 
before the war. . . . 

There was a time when considerations of this kind put a 
damper on the guaranteed annual wage idea. This time has for- 
tunately past because the spirit of our age has changed. We have 
ceased to look with awe at business cycles and seasonal fluctua- 
tions as something ordained by a super-human power and not 
subject to change by human effort. We have begun to realize 
that business cycles, and to a certain extent, even seasonal varia- 
tions of production are man-made and can, therefore, be over- 
come by organized human effort. In other words, we have 
learned to consider an economy of full employment not as a 
utopia unattainble in a free market economy, but as an object 
of practical policy. 

With the mood of the people changed, the guaranteed annual 
wage has begun to lose its pipe-dream characteristic and has 
become a subject for concrete studies and considerations. . . 

One may note at this point the similarity of view to 
that expressed by the leadership of the shipyard and auto 
workers. The guaranteed annual wage, in effect, is con- 
sidered feasible under conditions of full employment. 
That being the case, emphasis must simultaneously be 
placed on assuring conditions that make for full employ- 

^ See A. Braunthal, Hs the Annual Wage a Pipe Dream?” The Hat 
Worker^ June 15, 1945* 

**The same, p. 10. 
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ment. It was done during the warj then why not an 
adaptation to meet the conditions of peace? The repre- 
sentatives of this AFL union also emphasize, along CIO 
lines, the potential influence of guaranteed, regular pay 
envelopes in reducing fluctuations of production. 

One interview with representatives of the hat industry 
developed an interesting discussion on the complicating 
factor of unemployment compensation. In hat and cap 
manufacture there is a comparatively high rate of un- 
employment compensation, coupled with low prevailing 
wages in some branches of the industry. (The prewar 
factory average for annual take-home was placed by 
union representatives at $8oo to $850 per year.) Many 
workers are therefore in the position where they actually 
fare better by being employed only part of the year with 
overtime, and drawing unemployment compensation for 
the remainder, than they would be if their employment 
were spread over the year under a guarantee of so many 
weeks with reduced hotirly rates.®' 

So far, the question of annual wagK has not come 
officially before the executive body of the Hatters 
Union} but it was said to be a common subject of dis- 
cussion among the rank and file. No annual-wage 
guarantee has yet been obtained by any branch of the 
union, though there has been some success in negotiat- 
ing limited minimum employment agreements. Among 
those mentioned is the agreement concluded between the 
millinery local and the firm of Kaufman & Company, 
Inc., at Richmond, Virginia. Union executives expressed 
confidence that certain parts of the industry are ripe for 

“ In the Wildman steel agreement, the guarantee of 30 weeks of 
employment was taken in conjunction with zo weeks of unemployment 
compensation, to treat the agreement as one assuring 50 weeks of 
pay checks in the year. Steel I^bor, Aug. 4, 1945, p. ii. 
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an annual-wage agreement. But considering the seasonal 
character of the hat and millinery industry generally, 
they do not see how they can take the initiative to push 
the demand for an industry-wide annual-wage agree- 
ment. They would like to see the CIO make further 
progress in spreading the coverage of industry with the 
annual wage, in which case the Hatters Union might be 
disposed to join in the general effort. 

TAe United, Mine Workers. Not only will unions 
differ from each other in .their appraisal of the annual 
wage, but some unions may undergo a change in attitude 
as conditions in the industry are modified. The United 
Mine Workers of America offers a case in point. During 
the Appalachian Joint Wage Conference in 1937, the 
mmers’ imion put forward an official proposal for a 
guaranteed annual wage. As published in the United 
Mine Workers* Journal , the official organ, the proposal 
read: 

A minimum of two hundred days’ employment each year 
shall be guaranteed for all mine workers employed in a round- 
house. Day mfen shaE be paid the regular rates of pay provided 
in the district wage agreements for each day less than the 
guaranteed two hundred, and tonnage men diall be paid a 
basic $6 a day rate for each day less than the guaranteed two 
hundred.** 

The desire for regularization of employment evi- 
denced in the above proposal was altogether understand- 
able. Few industries suffer more extreme seasonal fluc- 
tuation, or sink lower in depression. In I945j however, 
a query from the editors of Forbes Magazine brought 
forth from the editor of the United Mine Workers 
Journal a renunciation of annual-wage plans in general 

United Mine Workers Journal^ Mar. i, 19379 P- 3 * 
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and of their application in the coal industry in particular. 
In his words, “The whole program presages the junking 
of the American way of life and the forfeiture of our 
industrial liberties in return for a promised security 
which cannot be guaranteed — a bureaucratic rule over 
our whole scheme of life.”^’ 

In support of this latter position, spokesmen for the 
mine workers have suggested that the institution of an 
annual wage would necessitate supervision of purchases 
of raw materials, seasonal price fixing, and production 
controls. These are seen to hold the possibility of ham- 
pering the miners in wage negotiations. The natural 
inference is that with the controls already obtained in 
behalf of the miners under the Bituminous Coal Act, 
with the welfare clause of the 1946 agreement, and with 
relatively high earnings in recent years, the miners 
would rather be free to negotiate for their own terms 
than to yield their bargaining advantages for the unten- 
able guarantee of an annual wage.*® 

® Forbes Magazine, May i, 1945, p. 24. 

“ Since the above was written, the position of the United Mine Workers 
leadership was elaborated in a letter to the author which stated in part: 
“I have no objection to and have at no time expressed the view that 
wag-e agreements voluntarily arrived at, providing" annual wage pay- 
ments, are not desirable in any industry. But the annual wage propa- 
ganda that has flooded the country of late has been predicated on some- 
thing more than voluntary agreements. The arguments and analyses all 
lead up to Government participation, to arbitration and the sacrifice of 
free collective bargaining. 

“It would be impossible, of course, to institute an annual wage policy 
in the coal industry. It would be difficult to put into eflect an annual 
wage in any large district by reason of the fact that we have within a 
given district by-product, domestic and steam coals. The running time of 
the mines varies to such a great degree that it can not be done. If there is 
anybody who needs a guarantee of an annual wage it is the coal 
miner in the isolated mining community. But the insecurity of operating 
time prohibits even the 200-day minimum that was contained in the 
U.M.W.A. wage demands of 1937, which was a barter proposal. . . . 

“Annual wage guarantees would minimize collective bargaining. It 
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Construction. The most uncompromising resistance to 
an annual wage is found among the members of the 
building trades unions. William Green, in discussing the 
position of the AFL with respect to the annual wage, has 
emphatically excepted construction as a special case in 
which the annual wage cannot be made effective.®® The 
workers seem to be well versed in answers to the annual- 
wage proposal as it may affect their industry. Among 
the arguments are (i) that the union can supply jobs 
to its workers only as the contractor obtains contracts 5 
(2) that construction, by its very nature, requires a se- 
quence of skills; (3) that any forced scheduling to use 
the various skills simultaneously can only make con- 
struction excessively costly. 

Throughout the argument of the construction workers, 
there runs a keen consciousness of the separate skills and 
a pride in one’s own skill. The craftsmen see, under an 
annual wage, a compulsion to greater versatility, so that 
when excavating is over the excavators may turn roofers 
or plasterers, etc. To do this would be to break down the 
present structure of the various craft unions and thdr 
separate locals. Union officials also believe that main- 
tenance of rates for particular skills would be threatened 
if an average rate based on annual employment had to 


would bring about compulsory arbitration. It would mean that working 
men seeking annual wage guarantees through Government boards or 
state boards would accept minimum rates of pay per day below that 
which they could obtain through free collective bargaining. 

a matter of fact, this annual wage proposal was generated by some 
weak-kneed trades union leaders who have by past performance proven 
their inability to negotiate wage agreements on their own. They want 
Government boards and Government pressure and Government assistance 
in every way, ^ape, form or fashion regardless of the regimentation 
that follows, in order to perpetuate their inefficiency.” 

^American Federationisi, April 1945, p. 3. 
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be worked out. Under prevailing conditions the labor 
leaders in construction seem to feel that they perform 
their highest service for the membership by maintaining 
craft standards and by bargaining for higher rates as 
well as protecting working rules. 

On the question of changing the processes of construc- 
tion, a major battle looms in the ranks of labor. The 
CIO, which has only a small membership among build- 
ing trades, takes a radically different attitude from the 
AFL on the future of the building industry, including 
its adjustability to an annual wage. R. J. Thomas, of 
the United Automobile Workers, has also served as 
chairman of the CIO Housing Subcommittee. In that 
capacity he has voiced the position that annual wages 
should be introduced in the building industry along with 
a sweeping reform of production methods. To quote him 
in part: 

... It would be highly beneficial to the builder, the worker, 
and aU others concerned, to so reorganize the industry that em- 
ployment and production would become continuous the year 
round. By operating continuously, the builder would be able to 
introduce more eflicient methods and techniques, which would 
reduce his cost, including overhead. Year-round employment 
for the worker would permit a guaranteed annual wage, which 
would increase his annual income and at the same time give 
him a sense of security which would inevitably increase his 
productivity and result in lower unit cost. AU improvement 
and reductions in unit cost must be passed on to the consumer 
in the form of better houses at lower sales or rental prices.®® 

Obviously the CIO, with scanty membership in the 

” From the testimony of R. J. Thomas, President, United Automobile, 
Aircraft, Agricultural Implement Workers of America (CIO) •, Chair- 
man, CIO Housing Committee, Fost-War Economic Policy and Planning, 
Hearings before the Senate Special Committee on Post-war Economic 
Polity and Planning. 78 Cong, 1 sess. pt. 10, pp. 1678-79. 
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old-line building trades, but large membership in steel, 
shipyards, aircraft, and other lines that may turn to 
housing with mass production methods, would welcome 
changes in that direction. The desire for a change in 
technology is fortified by the emphasis of the CIO on 
the role of its members as consumers and the desirability 
of lowering the cost of housing. But to the construction 
craftsmen of the AFL, what threatens is the possibility 
of toppling the whole structure of protective devices, won 
through years of struggle by the building trades unions. 

The Ifiternational Brotherhood of Electrical Work- 
ers. To those who are interested in seeing how the local 
bargaining autonomy sought by AFL may become rec- 
onciled with the extension of the annual wage, the 
policy worked out in the International Brotherhood of 
Electrical Workers is illuminating. 

Among the electrical workers, the personnel is divided 
between those who come vnthin the scheme of the build- 
ing trades in electrical installations and those in the 
electrical maintenance forces. There is some crossing 
over of workers from one group to the other j there 
are substantial differentiations in the rates of pay for 
different parts of the country; the control of the interna- 
tional union over its locals is a rather loose one. Hence 
the problem of the industry (as stated by its research 
director) is to allow for the adoption of a guaranteed 
aimual wage by the maintenance workers, who could 
benefit therefrom, without hampering members who feel 
that the annual wage would be obtained at too great a 
concession. 

The manner in which the two objectives are recon- 
ciled in the thinking of the electrical workers is illus- 
trated by the tentative agreement worked out within 
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the joint Management-Labor Board of the electrical 
industry of the New York metropolitan area in Decem- 
ber 1945. Under this program, electrical contractors may 
make agreements with the local union guaranteeing 50 
weeks of employment with a forty-hour week. With 
New York rates, the basic weekly wage would be $60, 
the equivalent of $1.50 per hour. For those smaller or 
less well-established contractors who cannot make the 
commitments, and for those electrical workers who do 
not wish to tie to an annual wage, the corresponding rate 
for actual work performed would be $2.00 per hour. 
In effect, the value of annual security is measured by a 
25 per cent discount from the hourly rate without the 
guarantee. 

Though the electrical workers’ annual-wage plan has 
not yet become effective in any appreciable number of 
agreements, it is significant as a portent of a changing 
attitude within the ranks of construction workers. The 
annual-wage agreement worked out in the electrical 
industry may claim to be strictly in the AFL tradition. 
It seeks the advantage of the annual wage for the main- 
tenance men, whose members average 47 years of age 
and who value year-around security above the wage 
differential. But it does not attempt to bind to an annual- 
wage plan either those workers whose personal prefer- 
ences do not fit into the annual-wage discipline, nor those 
contractors who are not strong enough to make good an 
annual wage. Thus it stops short of the all-out CIO 
approach. That is to say, the International Brotherhood 
of Electrical Workers differentiates between the inter- 
ests of different individual workers and firms in gauging 
the acceptability of a guaranteed annual-wage program. 
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ATTITUDE OF WORKERS NOW UNDER 
ANNUAL-WAGE PLANS 

Labor leaders in plants that have already adopted 
some scheme of wage stabilization appear to have fewer 
qualms about the annual wage as a depressant on union 
activity than do labor leaders who have not been party 
to such agreements. Generally, those under stabilization 
plans regard their present gains as preliminary to more 
extensive commitments still to be won. 

Concerning the danger of losing touch with the work- 
ers’ interests, evidence to the contrary is offered by the 
labor spokesmen in the Nunn-Bush Shoe Company, 
whose employees’ union is an independent organization. 
They point to the fact that they share in making the 
decisions on wage policy} that the independent audit of 
the company’s books together with the determination of 
what the company can pay, is a joint management-labor 
project under the Nunn-Bush plan for wage stabiliza- 
tion. The high degree of confidence in the integrity of 
the management at Nunn-Bush is interpreted as a nat- 
ural result of the joint participation in the year-round, 
wage-sharing program. The point was also made that 
while the labor force has agreed on several occasions to 
a reduction in basic rates, when the reserves for wages 
ran low over the years, the net effect of co-operating in 
wage stabilization has been to give employees of Nunn- 
Bush a higher average rate of pay than prevails gen- 
erally in the shoe industry.*’ 

The labor organization at Nunn-Bush is not affiliated 

® When the case of the Nunn-Bush Company was brought up in other 
labor circles, its merit was usually conceded, but it was occasionally ^s- 
counted as a special case involving a very exceptional type of executive, 
and therefore not representative. 
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either with AFL or CIO. On the role of an affiliated 
organization, the George A, Hormel Company, now 
operating under an agreement with the United Meat 
Packers, CIO, provides testimony more nearly in point. 
The labor leaders with the CIO local, which has a col- 
lective bargaining agreement with the company, deny 
the implication that a loss of necessary union aggressive- 
ness results from the annual-wage agreement. The oper- 
ation of the plan is declared to be under continuous union 
scrutiny, to resolve grievances or other weaknesses in the 
plan from the standpoint of the labor force. The fact that 
the Hormel local was able to swing a resolution at the 
national convention of the meat packers, favoring the 
extension of the Hormel plan to other meat plants, 
would bespeak no lack of enthusiasm on its part. And the 
favorable reference to the Hormel plan in CIO litera- 
ture as an example for other firms and industries would 
indicate that the meat packing company’s program is 
officially viewed with approval. 

There are very few clear-cut cases of a union agree- 
ment with an authentic annual-wage guarantee which 
has been in operation long enough to provide definite 
conclusions by the labor force measuring the net advan- 
tage gained. When it has been said that workers under 
the stabilization plans now operative are in general well 
satisfied with them, the personal element in the labor- 
management relationship seems as important as the 
formula in determining its success. 

SUMMARY 

The idea of industry-vride guarantee of an annual 
wage has so far not made appreciable headway in labor 
circles. All labor leaders have sympathy with the ob- 
jective of job security that lies behind a guaranteed 
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annual wage. Rarely do we find labor opposition to the 
annual wage in principle. But that anxiety for security 
has not been converted into a united labor front on 
annual wages. That is partly due to the fact that labor 
is uncertain as to what the annual wage means and implies 
in practice. 

The CIO, sponsor of the new campaign for the annual 
wage across industry, has not made up its own mind 
whether it stands for a definite departure from the 
voluntary programs by or with inividual manage- 
ments that have heretofore been referred to as annual- 
wage plans. Before the War Labor Board, in its brief 
on behalf of the steel workers, the CIO was clearly 
demanding compulsory annual-wage agreements cov- 
ering all workers in the industry with a standard of 
40 times the hourly rate for 52 weeks. Yet its offidal 
publications and it activities since that time suggest a 
back-tracking from the position taken in the steel case. 
The few recent applications of the program are in 
voluntary collective agreements varying not only with 
the industry, but with the characteristics of the given 
plant or local situation. In the few contracts made by 
the CIO, the labor leaders have expressed satisfection 
with arrangements that have little resemblance to the 
over-all and unequivocal guarantee advocated before 
the War Labor Board. But this may be interpreted to 
represent tactical realism, rather than the abandonment 
of the program for more complete coverage. 

In the AFL the emphasis is on “voluntarism” and 
local autonomy in labor agreements. AFL leaders ex- 
press fear of the impoation of any general guarantees as 
an invasion of collective bargaining prerogatives of the 
union, threatening wage-rate increases and protective 
measures won after long struggle. 



46 GUARANTEE OF ANNUAL WAGES 

The labor representative in the field as a rule 
spends little time discussing the theory of transferable 
purchasing power or the potential effect of guaranteed 
wages on the flattening out of the business cycle. The 
leader of a particular union — especially when it has had 
a long experience with the struggles of the industry — 
quickly narrows down the issue to what effect the guaran- 
tee would have upon employment in his own area or 
jurisdiction. 

The older unions, representing the highly paid skills, 
are sensitive to the possible weakening of their bargain- 
ing position through general application of the annual 
wage. They sense that to make good a comprehensive 
annual-wage program, will require a more mobile labor 
force. Men may be shifted from work that has given out 
to take on other work that is available. Boundaries be- 
tween skills and departments will thus have to be 
crossed. Departmental seniority would yield to general 
plant seniority, in respect to both promotions and lay- 
offs. In return for continuity of work, average hourly 
rates may have to be readjusted. The old struggle be- 
tween the skilled and unskilled is seen by the old-timers 
in labor as taking on a new fierceness under the annual 
wage. The older generation of union members is far 
more craft-consdous than are the newcomers. 

Labor leaders in long-established unions exhibit a 
keen insight into the business problems and physical 
structure of the industries with which they are assodated. 
The competition among small firms, the rivalry between 
geographic areas, and the precarious lifespan of the 
establishments are clearly recognized. Those that have 
burned their fingers in the past trying to standardize 
yearly wages fear insolvendes, migration, and conse- 
quent loss of employment if uniform commitments are 
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imposed. To the labor leader in such industries, the 
annual wage would be practicable only if it could be 
legislated across an entire industry, with government 
underwriting and subsidies to submarginal firms. The 
element of government underwriting is frankly intro- 
duced in a precarious industry like shipbuilding, where 
it is recognized that nationalization of the industry may 
be required in order to make the annual-wage commit- 
ments stick. 

The protection of the hourly wage rate is still upper- 
most in the minds of the run of labor leaders. They are 
not inclined to yield it for the promise of a more even 
distribution of income over the year. Those faced with 
the immediate issue of raising sub-standard wages — as 
in textiles — ^regard the annual wage as a luxury to be 
sought after a more satisfactory rate structure has been 
established. Experienced tacticians in labor warfare who 
doubt the capacity of their industry to absorb anmral- 
wage commitments — ^notably in the case of the United 
Mine Workers — ^prefer to protect their workers by other 
means. Their emphasis has been on personnel rules, pro- 
duction methods, market controls, and welfere provisions 
designed to raise labor income and at the same time en- 
hance union authority. 

Even where the greatest sympathy is shown for ex- 
tension of annual-wage guarantees, the recent demand by 
certain unions for a nation-wide system of guaranteed 
wages is, nevertheless, viewed as- a device in the first 
instance to improve labor’s bargaining position. This 
view is reinforced by the realization that the most con- 
spicuous demand was made on behalf of an industry 
where the fluctuations of production and employment 
are the greatest — an industry in which any guarantee 
affecting all workers might have to be reinforced by 
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government orders, government regulation of prices, 
processes and production, and some degree of control 
over the channels of consumption. Such control means 
to the average labor leader a narrowing of the area for 
collective bargaining, which provides the chief incentive 
to union membership. 

On the whole it would appear that organized labor is 
still thinking chiefly in terms of step-by-step progress in- 
volving the raising of the levels of employment and 
wages, provisions for longer notice of layoffs, higher 
unemployment compensation and, in general, the taking 
of full advantage of every favorable bargaining oppor- 
tunity as it arises. Very few unions seem prepared at this 
stage to put their faith in comprehensive annual-wage 
guarantees on an industry-wide basis. 



CHAPTER III 


EXPERIENCE OF FIRMS WITH 
STABILIZATION PLANS 

A practical concern for the economic stability, health, 
and peace of mind of the workers is well-established as 
a necessary part of sound management policy. It is evi- 
denced in the labor programs of the companies which 
provide for group insurance, savings and pension plans, 
layoff notice, dismissal compensation, vacations with pay, 
sick leave, health conservation and medical care. From 
that standpoint, the problem of establishing an annxial 
wage is not one of creating a new point of view with 
respect to the security of employees, but rather one of 
determining how far it is feasible to supplement meas- 
ures already taken in that direction. That may be more 
closely related to the degree of stability of the industry, 
company, or occupation involved, than to the good will 
of the management. To know how far a company has 
extended itself in the establishment of an annual-wage 
program, one is obliged to read into the whole setting 
in which the firm and indiistry are located. 

The majority of firms, regardless of whether or not 
they have thought in terms of formal annual guarantees, 
could claim that their employment is largely stabilized. 
Common observation on this point is supported by the 
fact that under the partial coverage of the Social Security 
Act, in the prewar year of 1940, more than 25 million 
workers ^med credits for taxable wages during all four 
quarters of the year. Among the firms with the most 
stable employment, the question of formalizing the con- 
dition into an annual-wage guarantee is least likely to be 


+9 
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pressed. Among others, a distinction is drawn between 
making the efFort to stabilize employment and wages, 
and assuming the risk of a formal pledge or guarantee of 
continuing regular wages. 

But there is growing recognition that even workers 
who have steady jobs may be worried by the fear of 
losing those jobs. The knowledge of a written pledge of 
continuing wages, even wheh hedged about with essen- 
tial safeguards, may increase the confidence of the 
worker in his status as a homemaker and citizen. It can 
by the same token give fuller meaning to the position 
and responsibilities of the worker in relation to the 
operation of the business. 

The largest working forces already operating under 
annual-wage plans are in companies whose programs 
were initiated by the management. Organized labor, 
however, has long manifested an interest in annual-wage 
commitments. In fact, the oldest known example of an 
annual-wage plan involved a union agreement with the 
companies in the National Wallpaper Association. That 
agreement, dating back to 1894, committed the employ- 
ers to provide 1 1 months’ work in the year 5 in one form 
or another the agreement continued until 1930.’’ Thus, 
the impetus to the formulation of annual-wage guaran- 
tees has come from both sources — from the alertness of 
management to the importance of worker security, and 
from the demand of labor unions in collective bargain- 
ing negotiations. 

TYPES OF PLANS 

Descriptions of the annual-wage plans of the firms 
which have pioneered in formal guarantees are available 

* See Bryce M. Stewart, Unemployment Benefits in the United States 

(1930)5 P- 371 - 
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in current business literature, and considerable space has 
recently been given to such plans in popular periodicals. 
There is no need of repeating a firm-by-firm account in 
this context. The present object is, rather, to cull from 
representative cases the characteristics which are signifi- 
cant for judging how far the experience of the firms with 
wage stabilization plans can be carried over into the 
broader application of the guaranteed annual wage. 

The term “guaranteed annual wage,” if taken liter- 
ally, would mean a pledge to provide employees with a 
full-time pay check at regular pay periods throughout 
the year. This was the kind of annual wage requested in 
the case before the Steel Panel of the Labor Board, 
There the union asked that all workers who had been 
attached to the steel companies for three months or more, 
should be guaranteed for the life of the contract, wages 
for 52 weeks of 40 hours each at the hourly rate to be 
agreed, with overtime rates for hours above 40 in any 
week. Such an inclusive guarantee of an annual wage — 
covering the amount of employment, the regularity of 
pay check, and the wage rate — ^is rarely to be found 
either in union agreements or in management-initiated 
programs. 

The so-called annual-wage plans of the companies 
which have them do not fit too neatly into classification, 
A given plan may qualify under more than one heading. 
What is more, the most liberal and trustworthy plans, 
in practice, may be hedged with escape clauses that are 
hardly likely to be invoked} while those with the biggest 
paper pledges may in fact be of very limited application, 
to persons least in need of such protection. It may be 
clarifying, neverthless, to think of so-called annual-wage 
plans as falling into the following areas, based on where 
the emphasis seems to be put: (i) employment guaran- 
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tees — assurance of minimum working time 5 (2) annual- 
wage guarantees — specific year-round pay checks j (3) 
supplementation of earnings in slack periods. 

Emfloyment guarantees. Essentially, the employ- 
ment guarantee is designed to assure the employee that 
he will have enough work during the year to justify his 
attachment to the company as a regular member of its 
pay roll. (Employment guarantees combined with guar- 
antee of specific income would not be in this category} 
they would classify as annual- wage guarantees.) The 
period of the guarantee may vary from i week to 52 
weeks. 

The principle of the guaranteed work week, as applied 
to the packing industry, the hat industry, and a number 
of others, is not an uncommon feature of union agree- 
ments. The typical arrangement is that if the worker 
is called to work at the begiiming of the week, he must 
be paid for the whole week, whether or not full-time 
work is actually given to him. Perhaps the largest firm 
to operate under the guaranteed work-week commitment 
is Swift & Company. The number of hours accepted by 
Swift as a full work week has varied between 32 and 4.0, 
depending upon business conditions. In some cases, 
notably that of the Quaker Oats Company, the work 
month is the basis of the commitment} any employee 
taken on during the month is guaranteed at least 140 
hours of work or its pay equivalent for that month. 

Guarantees of such limited periods would hardly 
justify designation as annual-wage plans. They belong 
in a discussion of the annual wage only because they have 
proved effective in some industries to bring about sub- 
stantial regularity of annual employment and earnings. 

More definitely in the area of annual-wage security is 
the employment guarantee which pledges a minimum 
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number of work hours during the year or a minimum 
number of weeks, or so many weeks of so many hours 
each of employment. It would seem reasonable to cite 
an employment security plan as an annual-wage plan, 
when the minimum employment guaranteed is as much 
as 1,200 hours per year.* This is the minimum guaran- 
teed in the CIO steel agreement made with the Wildman 
Manufacturing Company — ^the first to be negotiated 
after the steel case before the National War Labor 
Board. 

The best known commitment of a large firm guaran- 
teeing year-round employment to a considerable number 
of workers is that of the Procter and Gamble Company. 
Inaugurated in 1923, the Procter and Gamble plan now 
provides a pledge of 48 weeks of employment during 
the year to those with two consecutive years of service. 
The spice and extract house of McCormick & Company, 
in Baltimore, has applied its guarantee of 48 weeks of 
work per year to any worker who has been with the 
firm for a probationary period of three months and 
proved satisfactory. It does not guarantee the length of 
the work week, but has succeeded over recent years in 
holding to a forty-hour week. In a number of the union 
agreements for annual employment, chiefly with small 
retail establishments, the agreement covers both the 
number of weeks guaranteed and the minimum number 
of hours per week. This minimum week ranges from 
2 1 hours to 50 hours, with the forty-hour week the most 
typical.® 

obvious basis of this minimum is that the ijzoo hours would 
make 30 weeks of 40 hours each to which 20 weeks of unemployment 
compensation would provide some security of income for 50 weeks in 
the year. 

* National Industrial Conference Board, Management Almanac 
1^46, p. Z04. 
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A more flexible type of employment guarantee is that 
which provides for a minimum number of hours during 
the year without indicating the number of weeks over 
which those hours will be spread. Such a basis makes it 
possible to adjust hours to the fluctuations from peaks 
to lows which prevail in certain seasonal industries. 

The hours guaranteed over the year under this ar- 
rangement range from i,200 up to the masimum of 
2,080 hotxrs set by the federal Fair Labor Standards 
Act. Where the plan is based upon total hours per year, it 
is possible to make cash advances to the employee to sup- 
plement earnings during the slack period, to be offset by 
the excess hours, put in during the busy seasons. Under 
section 7B-2 of the Fair Labor Standards Act, agree- 
ments are made between employers and bona fide unions 
whereby in return for the guarantee of a full-time work 
year, overtime payments need not be made for hours 
over 40 and up to 56 in any week, provided that the 
annual working time does not exceed 2,080 hours.* 

Where the number of hours of available work falls 
below the number pledged, the difference may be 
made up in part or in full. The benefits available to the 
employee under imemployment insurance and outside 
earnings are usually taken into consideration. An exam- 
ple is the plan of the Parker Manufacturing Company 
of Worcester, Massachusetts, which guarantees 1,800 
hours per annum to employees with five or more years 
of service. The guarantee makes good the difference be- 
tween the sums earned for actual hours worked, plus 
unemployment insurance benefits and outside earnings, 
and the aggregate of 1,800 hours of pay. The minimum 
of 1,800 hours of guaranteed work includes vacation 
allowances.® 

See section on Fair Labor Standards Act in Chap. 8. 
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Guarantee of annual income. In the examples of guar- 
anteed employment plans cited above, the emphasis is 
on stabilizing the work program so that the workers 
regularly attached to the industry may have the assur- 
ance of a given amount of employment. But there is no 
guarantee of a specifically stated amount of wages, ex- 
cept in so far as the assurance of the work hours carries 
with it the assurance of pay for the work. The employ- 
ment guarantee does not necessarily imply that the week- 
ly pay check will be uniform, nor that employment will 
all be at the same skill or at the same rate. But in the last 
analysis, what most concerns the worker is the size of his 
pay check and the regularity of its payment. His ability 
to plan the family’s expenditures depends upon knowing 
how much he can count on from week to week and from 
month to month. Hence, in a number of industries which 
have seasonal variations in volume of work, the effort 
is nevertheless made to provide a weekly pay check of 
equal or nearly equal amount during slack as well as 
peak periods. 

In a complete annual-wage guarantee, full-time wages 
are assured for 52 weeks to all employees. This ideal is 
realized in var5dng degrees, from full-time pay plans 
covering a limited number of eligibles to partial guaran- 
tees for the bulk of the working force. 

The nearest approach to an imconditional guarantee of 
regular weekly income for a large industrial force is to 
be found in the meat-paciing organization of George J. 
Hormel & Company. In that case an estimate is estab- 
lished at the beginning of each fiscal year of the total 
output expected during the next twelve months j its 
equivalent is calculated in number of workers required 


“Parker Manufacturing Co., Peofle, Jobs and Offortumties (1945), 
p, 14. 
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to achieve that output and the amount of their annual 
base earnings at prevailing rates. The seasonal factor is 
important in meat packing. Where the amount of work 
falls below the average, the worker is indebted to the 
firm for the deficiency in hours. When he works more 
than the standard number of hours or produces more 
than the equivalent of standard output, he is credited 
with the excess. If the employee has worked beyond the 
estimated standard equivalent of output, he receives 
appropriate premium compensation for it. The Hormel 
Company, after years of progress in reducing the “extra 
gang,” has now reached the point at which everyone on 
the pay roll of the main plants is fitted into the produc- 
tion schedule so that he can be covered by the annual- 
wage commitment. 

Of equal interest as an example ojF the successful 
application of an annual wage plan with an approach to 
continuing security, is the program of the Nunn-Bush 
Shoe Company of Milwaukee. The plan, which has been 
in operation since 1935, differs from other known plans 
in that the annual pay of the workers is dependent upon 
the sales record of the company. It had been ascertained 
that over a number of years the annual pay roll was 
running between 19 arid 20 per cent of total sales. Ac- 
cordingly, the wages of the workers have been prorated 
on a basis that gives consideration to customary differen- 
tials among the various classes of workers. A weekly pay 
check of uniform amount is received by the eligible em- 
ployee through the year. The difference between the 
sum of the pay checks and actual earnings is transferable 
to a reserve fund in surplus years, which fund is' drawn 
upon to maintain wages in less profitable years. 

A plan like that at Nunn-Bush obviously calls for a 
high degree of mutual confidence between employers 
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and employees. That confidence is reflected in the inde- 
pendent audit of the firm’s books, the expense of which 
is borne jointly by the management and the labor force. 
On the basis of the annual audit, the workers at Nunn- 
Bush have on three occasions accepted a reduction in 
their base rates in order to prevent an excessive deficit in 
the reserve for wages. In similar spirit, the employees 
have agreed to price reductions which meant a smaller 
amount to labor in the interest of maintaining total 
volume, and hence the total amount of sales.® 

The Nunn-Bush program is less comprehensive than 
Hormel’s in that the unconditional guarantee is for the 
regular employees — ^those with a year or more of con- 
tinuous service. The extra group is subject to layoffs 
to protect the full-time wage of the regular employees. 
It is notable, however, that in relatively poor years the 
regular employees have moderated their own demands 
in order to make provision for the workers without 
tenure. 

A third example of a near approach to the true annual- 
wage plan for a large working force, is offered by the 
mail-order house of Spiegel, Inc., of Chicago, covering 
some 6,000 employees. To workers with one year’s 
service the guarantee is for 52 weeks, with 40 hours’ pay 
per week in the case of male employees and 36 hours’ 

*The advisability of using sales as a base upon which the pay-roll 
percentage should be counted has been questioned. It has been pointed 
out that the most important factor in determining costs in the shoe 
industry is the price of leather 5 and that the fluctuations thus repre- 
sented in total price is not a reflection of the employee’s contributions. 
In answering this criticism, Mr. Nunn has agreed that in some lines 
of industry the value audit by labor might be a more suitable factor 
to determine the pay checks of the workers. He contends, how’-ever, that 
price of shoes has run sufficiently close to the cost-of-living index so that 
on the whole a satisfactory basis for wages has been attained, through 
the use of the sales base from both labor and capital side of the firm. 
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pay for female employees. The work deficits in short 
weeks are made up in peak season. But no wages are held 
back in peak season against possible future deficits, and 
all indebtedness for wage advances is canceled at the end 
of the fiscal year. This plan has been in operation since 
January, 1939. 

Scattered examples of unconditional annual-wage 
agreements may be found in the retail trades involving 
very small firms with a probable aggregate of not more 
than 500 employees for the 82 union agreements 
registered.^ 

In the more typical cases, the nature of the operations 
or the character of the industry has compelled a stricter 
demarcation of eligibility under a specific annual-wage 
plan. The company is generally faced with the dilemma 
of guaranteeing much to a few or oflFering less to a 
greater number. If it makes its commitment conservative 
enough to be safely carried even through a depression, 
the terms offered may have little special attraction for 
most of the workers. If it makes a commitment that 
offers definite security to the bulk of the employees, 
there is the danger of later disillusionment with the 
forced abandonment of the plan. As a result, most of the 
guarantees of annual wages are found to apply to the 
nucleus of workers who have already enjoyed continu- 
ous employment with the firm for a number of years. 
This is true not only of the annual-wage plans that are 
initiated by management but also of those contained in 
union agreements. 

A union agreement illustrating the point under discus- 
sion, is one embodying a four-year guarantee of 50 con- 
secutive weeks of full-time employment with a definitely 

’National Industrial Conference Board, The Meenagement Almanac 
1946, p. 206. 
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assured income. The agreement is between the Whole- 
sale and Warehouse Union Local 65 and the Woolen 
Jobbers Association. The limitation on this agreement is 
that it covers only a basic crew. The escape lies in the 
provision for the reduction of the basic crew if business 
conditions do not allow for the maintenance of the 
present number.® Determination of who shall constitute 
the basic crew is worked out between union and em- 
ployer representatives. Arbitration provisions are in- 
voked in the event that the union and employer repre- 
sentatives cannot agree. 

Subventions to supplement low earnings. Among 
companies that regard the full-fledged annual wage as 
inapplicable to the given situation, various lesser means 
of safeguarding the worker’s income and financial sta- 
bility have been tried. Among them are employee-thrift 
plans, stock-purchase plans, and mutual-benefit pro- 
grams to provide loans for emergencies. A natural ex- 
tension of such financial aids is found in various plans 
for supplementing of low or irregular earnings designed 
to prevent the income of the worker and his family from 
running below a reasonable minimum. 

In the case of the International Harvester Gsmpany, 
a fund is established consisting of the employee’s share 

® Section 4C of the agreement reads: *‘Each employer agrees to con- 
tinuously employ a basic crew of union employees in his employ. This 
basic crew shall not be subject to layoffs during the terms of this agree- 
ment. Each employer shall establish a basic crew in his respective 
establishment by agreement with the union and the number in such 
minimum basic crew shall be inserted in each individual agreement with 
the respective employer. The number in the basic crew shall not be 
reduced unless there has been an appreciable reduction in business for 
other cause, which will make it impossible for employer to continue 
employing all the ivorkers of the baac crew. The employer shall make 
such request from the union in writing. Should the union fail to agree 
to said reduction within 72 hours after such request the matter may be 
submitted to arbitration pursuant to the terms of this agreement.” 
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in the allocation of profits as well as a contribution from 
the company, this fund is used to supply make-up pay 
for under-employed workers up to 6o per cent of full- 
time weekly earnings. Similarly, under the plan of the 
Armstrong Cork Company, employees with several years 
of service behind them are entitled to cash advances in 
layoff periods up to 6o per cent of their standard wage. 
This is in effect a twenty-four-hour minimum weekly 
wage. The advance is made up by cash deductions of 
earnings above 24 hours per week, in the case of certain 
classes of employees. For those with greater seniority, 
the make-up pay advanced by the firm need not be re- 
paid j the maximum available to the employee depends 
on his length of service, up to ten years. Private unem- 
ployment insurance is also included in the Armstrong 
program. 

Sears Roebuck carries its cash advances in make-up 
pay to 40 hours per week. Its “constant wage” program 
justifies that title for the bulk of its employees, those 
with more than 24 weeks of services, except that there is 
no restriction on the layoff of employees as business 
slackens. 

The guarantee of a minimum wage through the year 
with a limit on the aggregate, is illustrated in the agree- 
ment between the Richmond Piece Dye Works and the 
CIO Textile Workers Union of Richmond, Vir^nia. 
Under that agreement, workers with one year’s service 
behind them are guaranteed a minimum of $18 per 
week for male employees and $15 per week for female 
employees. This arrangement, for which the company is 
responsible up to an aggregate of $8,000 per year, repre- 
sents an advance from the earlier agreement in which 
the minimum was $15 and $12 per week, respectively. 
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and the aggregate commitment was for $5,000. The 
provision of a specific limit of aggregate liability is more 
likely to occur in union agreements where the maximum 
guarantee has been sought through collective bargaining, 
than in management-initiated plans where safety mar- 
gins have been fully considered in the type of program 
offered. 


UMITATIONS OF THE COVERAGE 

The total impact on security of employment of the 
annual-wage plans now in operation is as yet hardly 
appreciable, except perhaps for their value in blazing a 
trail. This will be evident as we consider the firms, em- 
ployees, and industries that are chiefly involved, and 
the limitations that attach to the nature of the commit- 
ments. 

Numbers and Industries Covered 

The number of firms that have found it practicable 
to undertake any type of annual-wage commitment, 
either on their own initiative or in response to union de- 
mands, is at most 3 per cent of the firms with appreciable 
employee pay rolls. The employees covered under the 
known plans or agreements apparently constitute a 
fraction of i per cent of the wage-earning population. 
In the most extensive effort to ascertain the number of 
firms with some kind of wage-stabilization commitment, 
the Bureau of Labor Statistics contacted some 90,000 
establishments with a mail questionnaire in April 1945. 
Of this total, 1,400 firms mdicated by their replies that 
they had given some attention to the problem of em- 
ployment and wage stabilization. When these were 
followed up by personal visit, it was found that 400 of 
the firms had some plan for increasing wage security. 
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Only 6o of them, however, came dose enough to the 
concept of an annual-wage program to justify a more 
lengthy interview by the Bureau of Labor Statistics on 
behalf of the study currently sponsored by the business 
advisory committee of the Office of War Mobilization 
and Reconversion.® 

From a representative sample of 2,700 companies 
replying in 1 940 to an inquiry by the National Industrial 
Conference Board, 32 firms, or 1.2 per cent reported 
that they operated under an employment-guarantee 
plan; another 40, or 1.5 per cent, reported that they had 
what they regarded as an annual-wage plan. Of the 
2,216 manufacturing companies in that total, there were 
28, or 1.3 per cent, reporting an employment-guarantee 
plan, and 14 manufacturing companies, or 0.6 per cent 
reporting an annual-wage plan. Thus, 2.7 per cent of 
all the companies and 1.9 per cent of all manufacturing 
companies indicated in 1940 that they had some type of 
plan for stabilizing wages.“ 

A study undertaken for the National War Labor 
Board in 1944, uncovered “55 plans guaranteeing sub- 
stantial periods of employment or regular pay, in- 
augurated in the last 25 years.”^^ Among them were 
six plans involving large labor groups, which had been 
abandoned.^® About two thirds of the plans were repre- 

“In the study being made for the OWMR, an acceptable plan for 
consideration within the general scope of the annual-wage problem 
is one which guarantees as much as three months continuous employment 
during the year. 

^“National Industrial Conference Board Personnel Actwkies in Ameri- 
can Business^ Personnel Policy Study No. 20 (1940). 

“ Guaranteed Employment and Annual Wage Plans ^ Prepared by Alice 
Lenore Nielsen, National War Labor Board Research and Statistics 
Report No. 25, Aug. 25, 1944, p. i. (mimeo.) 

**111686 six are the plans of General Electric, General Motors, the 
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sented in 24 union agreements. Those involving the 
large companies (with 1,000 or more employees) were 
management-initiated, although several were later in- 
corporated in union agreements. 

Early in 1945 the Bureau of Labor Statistics issued 
the results of an examination of all union agreements to 
which it had access — 6,500 of them being from manu- 
facturing industries alone. The number of employed 
workers covered by these agreements was approximately 
8 millions, of which 6 millions were in manufacturing in- 
dustry. As a result of that examination, the Bureau esti- 
mated that approximately 42,500 of the workers covered 
by the union agreements were given some form of 
guaranteed employment or annual wages. About 30,000, 
or nearly three fourths of the total, were on the pay 
rolls of firms other than in manufactures — ^mainly in 
mercantile lines. Thus, of the 6 million workers covered 
by the union agreements in manufacturing industries, 
only 12,500 — distributed among 142 companies — ^had 
guarantees of employment or annual-wage commit- 
ments. This would mean that about 0.53 per cent of all 
the employees under the wage agreements and a little 
more than 0.2 per cent of the manufacturing employees 
were under guarantees.^ 

A break-down of the union agreements in manufactur- 
ing gave less than 6,000 employees under annual 
guarantees and about 6,500 under partial guarantees 
covering less than the full year. A detail of the break- 
down is given in the table on page 64. 

Cleveland Women’s Garment Industry, National Wallpaper Association, 
a printing plant involving a total of 300 employees, and Hart Schafner 
& Marx. 

** *‘Goaranteed Employment and Annual Wage Provisions in Union 
Agreements,” Monthly Labor April 1945, p. 708. 
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Characteristics of Guaranty Provisions in Collective 
Agreements in Manufacturing Industries* 


Guaranty 

Number 

of 

Agree- 

ments 

Number 

of 

Com- 

panies 

Covered 

Number 

of 

Em- 

ployees 

Covered 

Total agreements analy2ed, having 

GUARANTY PROVISIONS 

131 

i 

142 

12,500 

Annual guaranty 

76 

88 

5,850 

Covering all or most employees 

7 

6 

5,350 

Unconditional 

i 5 

4 

5,100 

Conditional 

I 2 

2 

250 

Covering particular occupadonal groups. . 

69 

82 

500 

Unconditional 

10 

23 

75 

Conditional 

59 

59 

425 

Less than full-year guaranty 

55 

54 

6,500 

Covering all or most employees 

18 

17 

6,300 

Unconditional 

1 

12 

50 

Conditional 

17 

5 

6,250 

Covering particular occupational groups. , 

37 

37 

200 

Unconditional 

20 

20 

100 

Conditional 

17 

17 

100 


• Prepared in the Bureau of Labor Statistics, Industrial Relations Division 
by Abraham Weiss under the direction of Florence Peterson, ‘‘Guaranteed- 
Employment and Annual-Wage Provisions in Union Agreements,” Monthly 
Labor Review^ April 1945, p. 711. 


It will be noted from the table that the bulk of the 
employees included under agreements containing annual 
guarantees were in four companies. Two of the com- 
panies, Hormel and Nunn-Bush, account for more than 
4,000 of the workers in that category. 

Finally, we have the survey made by the National 
Industrial Conference Board early in 1946, which 
covered 125 guaranteed-wage and employment-guaran- 
tee plans, including both active and discontinued. It 
found that the majority of the plans guaranteed mini- 
mum employment, either annual or for short periods, 
and that only 18 or about one seventh of the total came 
under the heading of annual-wage plans. 
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It will be noted that of the outstanding examples of 
active company programs for guaranteed employment 
or guaranteed wages, practically every one was in the 
consumer goods industry. Of the three companies with 

Types of Guarantee Plans by Durable and Consumers’ 

Goods Classification^ 



[ 

Total 

Consumers’ 
Goods and 
! Services 

Durable 

Goods 

Type of Plan 

Num- 

ber 

1 Ter 
Cent 
oj 

m 

Plans 

i Num- 
; ber 

i 

! 

i 

Per 1 
i Cent i 

1 ¥ \ 

i 100 

1 Plans 

Num- 

ber 

Per 
\ Cent 

■ < 

: 25 

Plans 

Annual-wage plans 

18 j 

14.4 

i : 

13.0 

5 

20.0 

Annual-employment guarantee 

66 

52.8 ' 

€0 

60.0 

6 

24.0 

Employment guarantee for 
substantial periods, but less 


20.0 


20.0 


20.0 

than 1 year 

25 

20 

5 

Wage-advance plans 

7 1 

5,6 

3 

3.0 

4 

16.0 

Employment guarantee for 


7.2 


4.0 

5 

20.0 

snort periods 

9 

4 

Total 

125 

100.0 

100 

100.0 

25 

100.0 


® National Industrial Conference Board, The Management Almanac 
p. 205, 


the largest number of employees under a guaranteed 
annual wage, Hormel was in meat 3 Nunn-Bush in shoes 5 
and Spiegel, Inc. in retail merchandise. The largest 
groups of employees covered by comprehensive annual- 
employment guarantees would include Procter and 
Gamble in soaps and fats 5 Berkshire Knitting Mills in 
hosiery 3 and the McCormick Co. in spices and extracts. 
These are all lines in which there is comparatively little 
year-to-year fluctuation in demand. The fluctuations to 
be ironed out are primarily seasonal, are predictable, and 
therefore are subject to arrangements fot wage leveling 
or the make-up of stodc in slack times for the months of 
high demand. 
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The table on page 65 taken from the recent Con- 
ference Board study, separates the guarantees in durable 
lines from those in consumer goods. It indicates, as 
might be expected, that a great majority of the plans 
were in the consumer goods field. The durable goods 
lines were represented by five annual-wage plans and 
six guarantees of annual employment. Indeed, there is 
not a single large firm — ^that is, one with 500 or more 
employees — ^in the durable goods field with a compre- 
hensive annual-wage or employment-guarantee commit- 
ment. The nearest approach is that of the International 
Harvester Company, with the partial benefits granted by 
its employee-savings and make-up pay plan. In other 
words, the area of development of annual-wage pro- 
grams is confined, with few exceptions, to the lines of 
industry in which the employees have the least occasion 
to be concerned with irregularity of wages. 

Restrictions on Commitments 

Within the rather limited area of operation of the 
annual-wage plans, there is nevertheless a demonstration 
of the degree of flexibility in the arrangements required 
to meet the situations of particular companies or in- 
dustries. Annual-wage plans are as instructive for the 
safeguards and escape clauses with which they have been 
surrounded, as they are for the positive commitments 
which they involve. The protective measures are visible 
in the eligibility rules, the limited period of the guaran- 
tee, and adjustments provided to meet changes in busi- 
ness conditions. 

EUgibility. In practically every instance, the guaran- 
tee of minimum annual employment or wages is limited 
to a group of eligibles based on length of service or type 
of work. In management-initiated plans, the basis of 



EXPERIENCE WITH STABILIZATION PLANS 6^ 

eligibility is generally the length of service. In union 
agreements the workers coming under the guarantee 
may represent the craft or other special membership 
coming under the particular union without affecting the 
general body of employees in a given firm. 

Given an industry of a particular t3^e, the terms of 
the guarantee may be eJtpected to represent a compro- 
mise between including the largest possible number of 
workers and making the most liberal terms of guarantee. 
Thus, in nearly all cases where 52 weeks of 40 hours 
each or annual-wage equivalents are specifically guaran- 
teed, the guarantee applies to a basic crew — a group 
ordinarily consisting of the employees with so high a 
seniority that their jobs would have relatively high 
security in any event. It will also be found that the un- 
equivocal guarantees of 52 weeks of full-time work and 
wages apply to small firms, and the great majority of 
them in distributive lines.** 

The interrelationship of number of workers covered 
and the liberality of the guarantee is illustrated in the 
modifications found necessary even among the largest 
and most stable firms- Thus, Procter and Gamble, dur- 
ing a period of declining business, decreased the number 
of covered employees from those with six months or 
more of service to those with two years or more of serv- 
ice, in order to hold to the terms of the guarantee. On 
the other hand, General Electric, which had guaranteed 
1,500 hours of work to a large proportion of its workers 
in 1929, had to drop to 1,250 hours in 1933 in order 
to prevent extreme layoffs. 

General Motors has analyzed its employment experi- 

The aggregate o£ 82 firm agreements was 500 employees. ‘*Guaran- 
teed Employment and Annnal-Wage Provisions in Union Agreements,” 
Monthly Labor Aoril 1945, pp. 707-27, 



Additional Hours Required to Support Specified 
Guarantees to Wage Earners in General Motors 
Car and Body Divisions 

(As a percentage of average hours worked per year, 1937-41) 



Distribution of Employees and Hours Worked 
BY Seniority 

(As a percentage of average per model year, 1937-41) 



er sENtomfr £Mmj>fEEs 

YEARS Am OYER 70 $ YEARS 

TO m tears ^^ /TOEtEARS 



EXPERIENCE WITH STABILIZATION PLANS £9 

ence to discover how many hours of employment could 
have been guaranteed to employees at various levels of 
seniority, for the periods covered by successive models, 
1936 to 1941.^“ The results of that analysis — assuming 
alternative hourly guarantees from 1,200 to 2,000 hours 
with given seniority levels — are shown in the accom- 
panying chart. In each case the number of hours that 
would have had to be made up is shown as a percentage 
of the aggregate number of hours of employment 
actually furnished in the given year. 

What can be immediately observed is the substantial 
difference between the obligations entailed by the 
guarantee during a poor model year like 1938, and the 
amount that would be applicable to a year of brisk busi- 
ness covered by model year 1941. Taking the five-year 
average, however, it is seen that if the company had been 
on a guaranteed-employment program during the prewar 
years 1936-41, a guarantee of 1,200 hours to employees 
with more than one year’s service would have required 
additional make-up pay of not more than 5 per cent. 
If the guarantee had been for 1,800 hours, a limitation 
of eligibility to those with five years’ service would have 
given about the same result. But if the firm had guaran- 
teed 2,000 hours a year, only those with ten years or 
more of service could have been included if the company 
make-up pay were held to 5 per cent of the guaranteed 
working hours. Going to the full length of a 2,000 
hours’ guarantee to all employees with one year of serv- 
ice would have meant, for those five years, a make-up 
of employment equivalent to about one fourth of the 

’^The annual divisions are not by calendar year but by the twelve- 
month periods during which the models of the given years were in 
production. The 1937 model is omitted because of the disruption of the 
employment pattern by extensive strikes during that period. 
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total man-hours worked} and that would still have left 
17 per cent of the employees without benefit of an em- 
ployment guarantee. 

The analysis is of course hypothetical} the chances 
are that with a guarantee to be met, a different employ- 
ment pattern would have been adopted. 

Two of the firms in the durable goods field — ^namely, 
the Wildman Manufacturing Company, and the 
Crocker McElwain Company required five years’ service 
to qualify for the employment guarantee. The use of 
years of service as the test for eligibility is natural, since 
it corresponds with seniority provisions that are normal 
to a number of industries} it may be taken as an indica- 
tion of the degree of mutual loyalty developed between 
employer and employee. 

In union agreements length of service is likewise em- 
ployed, although occasionally all membership of the 
union representing a particular craft will be included. 
From the standpoint of the management, the guarantee 
to members of a given union is a means of making sure 
that the key employees — ^those most difficult to replace 
— ^are retained. Among the skills to which special union 
agreements have been applied are textile machine print- 
ers, engineers, electroplaters, and foremen. 

A privilege of prime importance to firms guaranteeing 
full-time work is the opportunity to transfer workers 
from their customary department to other departments 
in which they are most needed. The transfer privilege is 
an essential feature of the Hormel and the Procter and 
Gamble plans. The privilege of transfer is the alterna- 
tive to the further limitation of the eligible force, or 
•reduction in hours guaranteed. 

Period of the gmrmtee. Reference has already been 
made to the leverage which firms allow themselves in 
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guaranteeing something less than the full 52 weeks or 
2,080 hours during the year. The number of weeks 
guaranteed varied from 40 to 52 depending upon length 
of service, in the plan of the Namm Department Store. 
In the steel union’s agreement with the Wildman 
Manufacturing Company, the guarantee of i,aoo hours 
is regarded essentially as a base guarantee of 30 weeks 
of 40 hours each, with the thought in mind that through 
its unemployment compensation payments the firm is 
also guaranteeing partial payments during the 20 weeks 
of unemployment compensation benefits to which the 
employee laid off is entitled under social security. Some 
firms which actually provide a work week of 40 hours, 
nevertheless, limit the number of hours formally 
guaranteed to anywhere from 24 to 38 hours. In the 
case of the Hormei Company, the number of weekly 
hours guaranteed has varied between 36 and 40. The 
Morton Salt Company has included 32 hours in each 
week for guarantee purposes. In other cases, full pay is 
guaranteed up to a certain number of weeks and only 
partial pay thereafter. 

The time limit of one year applies in the great ma- 
jority of the guarantee agreements. This is the common 
method of protection against unforeseen changes in busi- 
ness conditions or in the market for the product. In 
cases where no fixed time limit is set for expiration of the 
guarantee, the firm reserves the right to re-examine the 
program and make changes as needed. This right may 
be reserved unconditionally, as in the case of Procter 
and Gamble, or the agreement may carry a notice period, 
usually 60 to 90 days. In the example of the four-year 
guarantee agreement made with the Wholesale and 
Warehouse Union, previously dted,’® the safeguard was 

” See note, p. 59. 
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the privilege of reopening the question of who were to 
be included on the eligible list. Other contingencies 
commonly noted in security agreements under which the 
firm may end or suspend the contract, include acts of 
God, war, fire and flood, strikes, sale of firm, and liqui- 
dations. 

Some of the other protective devices used by firms to 
prevent serious deficits or insolvency have to do "mth 
limitation of the total financial liability, or the exercise 
of certain privileges of modification besides those already 
mentioned. 

Limitation of financial liability. Some firms have set 
up a special fund to take care of financial obligations 
which they may incur under the guarantee and provide 
a limit upon the fund for that purpose. For example, 
the Spiegel corporation, with a relatively stable and 
predictable total operation in the mail-order field, is 
said to limit its reserve fund to approximately $ 1 50,000, 
or at least uses that figure as a warning of the necessity 
to modify its guarantee. The Armstrong Cork Company 
limits the fund for its income security program to 
$750,000. The Wrigley Jr. Company is authorized to 
appropriate up to a million dollars from its surplus to 
cover its employment security measures.” 

The setting up of a fund of fixed amount securing the 
contract but also establishing the limit of liability on 
guarantees established through collective bargaining, is 
not uncommon. So long as the Cleveland plan operated in 
the garment industry, the liability of each company was 
set in the different years at from 754 per cent of pay 
rolls (in 1921) to 10 per cent. Obviously, a total limita- 
tion of that sort makes it easier for the union to obtain 
more liberal terms of guarantee than if the firm had to 

^ American Managpement Association, Annud Wages tmA Employment 
Stabilhation Techniques^ Research Report No. 8 (i94s)> P- 
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undertake an open-end obligation. In the Nunn-Bush 
arrangement, the fixed percentage of total sales is of 
course its own automatic control of the obligation as- 
sumed by management. 

An agreement may guarantee 52 weeks of employ- 
ment without necessarily guaranteeing 100 per cent of 
the diflFerence in wages between actual earnings and full- 
time pay. Thus, Bellman Brook Bleachery Company 
guarantees the first 28 weeks of the year unconditionally 
up to full pay, but it makes up shortages for the last 24 
weeks only to the extent of one half of the full-time rate. 
In other cases, the make-up is only a fraction of the 
total pay for any week of service, the percentage ranging 
from 50 to 80 in diflterent agreements. In the case of the 
Richmond Piece Dye Works, the maximum guarantee 
takes the form of a fixed amount which is regarded as the 
minimum weekly wage. Moreover, as has been pointed 
out previously, unemployment compensation is com- 
monly deducted from the amount for which the firm is 
liable. 

Finally, some of the best-known and most trustworthy 
guarantees are unilateral in nature, and may be modified 
or suspended when the management itself determines 
that the conditions require an adjustment or suspension 
of the guarantee. 

THE ABANDONMENT OF PLANS 

Even with such safeguards as were set up, there has 
been a high mortality among annual-wage plans. The 
National Industrial Conference Board found that of the 
annual-wage plans that were prominently featured in 
the lush 1920’s, virtually none carried over into the late 
1930’s. The Columbia Conserve Company, a canning 
firm which was one of the earliest in the field with a wage 
plan dating back to 1917, had to make drastic modifica- 
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tions in 1933, and suspended operations in 1942. The 
depression of the early thirties contributed to the cur- 
tailment or abandonment of several annual-wage plans. 
The annual-wage agreement in the Cleveland gar- 
ment industry was perhaps the most prominent of 
the depression casualties. The other notable industry 
group plan, that of the Wallpaper Association, likewise 
had its demise with the depression of the thirties. The 
Crocker McElwain Company and the Chemical Paper 
Manufacturing Company, both of Holyoke, Massachu- 
setts, cut their full-time guarantee to 50 per cent in 1932 
and suspended their annual-wage plans in 1934. 

The General Electric Company plan, started in 1931, 
underwent reduction of yearly hours from 1,500 to 
1,250 by 1933. It was abandoned in 1938 with the ad- 
vent of the Social Security Act and its unemployment 
insurance provisions — a factor in the curtailment of 
several other security programs. The abandonment of 
the annual-employment plan of the Samarkand Com- 
pany followed the unionization of the dairy industry, 
which involved the introduction of new regulations not 
compatible with the company’s employment guarantee.’® 

The passage of the Fair Labor Standards Act in 1938, 
with its limitations as to houm and its requirement of an 
agreement with a bona fide union as the tesis for avoid- 
ing over-time penalty payments, forced a reorganization 
of the plan of ^ars Roebuck and the suspension of others 
that were similarly affected by the provisions of the act. 
Some of the state acts passed to implement the Fair 
Labor Standards Act further restricted the privilege of 
companies to avoid premiums on over-time in return for 
annual-employment guarantees. 

In the case of the General Motors Corporation, whose 

Nielsen, Guc^anteed^ Emfloyment mi Anrmal Wa^e FlmSj p. n. 
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plan involved wage advances and partial layoff payments 
to employees with two or more years of service, the 
reason given for abandonment was the limited use of 
the privilege by the employees. That is to say, by the 
end of 1941, unemployment was so high that the com- 
pany’s offer of make-up pay up to 60 per cent of standard 
weekly earnings had no interest for a labor force that 
was enjoying continuous employment with long hours 
and overtime pay. 

A list of the better-known company plans which have 
been abandoned, with their years of operation and num- 
ber of employees involved, is given below: 


Company 

Industry 

Date 

Approximate 
Number of 

Chemical Paper Co. 

Paper 

1921-1934 

Employees 

184 

Cleveland Garment Workers 

Women’s 

1921-1931 

3,000 

Columbia Conserve Co. 

Clothing 

Canning 

1917-1942 

64 

Crocker McElwain Co. 

Paper 

1921-1934 

127 

Cromwell Silver Mfg. Corp. 

Silver 

1939-only 

100 

Davison Chemical Corp. 

Fertilizers 

1939-1940 

300 

(Curtis Bay Station) 

and chemicals 

7,000 

General Electric Co. 

Lamp 

Department 

Automobiles 

1931-1938 

General Motors Corp, 

1939-1941 

150,000 

International Harvester Co. 

Agricultural 

1940-1943 

50,000 

Morton Salt Co. 

Machinery 

Salt 

1938-1942 

(Those with 1 
year’s service) 
2,700 

Oneida, Ltd. 

Tableware 

1940-1942 

Patterson Manufacturing Co. 

Automobile 

1937-1938 

SO 

Samarkand Co. 

batteries 

Ice Cream 

1929-1934 

(AH regular 

Stewart Paint Mfg. Co. 

Pmnt 

1940-1942 

employees) 
C‘A few key 

WaUpaper Assn, of the U.S, 

Wallpaper 

1909-1930 

employees”) 

400 


OJNDmONS FAVORING SUCOESSFUL OPERATIONS 
Out of the plans that have been studied, including 
those in operation and those that have been abandoned, 
it is possible to point up some of the conditions that make 
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for the successful operation of a security program. The 
fact that the line of business is relatively stable is im- 
portant, but it has not been sufficient to guarantee sur- 
vival of annual-wage programs. And while a sound firm 
in a prospective condition is necessary for the experiment, 
that, too, has not sufficed by itself. 

If we take the four plans of substantial coverage that 
have been in successful operation for at least a decade — 
Hormel, McCormick, Nunn-Bush, Procter and Gamble 
— ^we find in the first place, that each of them was in- 
augurated by executives ardently devoted to the idea 
and willing to give the program the large amount of 
effort that its success entailed. In no case does the success- 
ful plan emerge in full bloom at the start. In each of the 
cases under discussion, the wage security plan has under- 
gone a reasoned process of evolution. It was not only 
thought out in advance, but it was thoroughly gone over 
■mth the employees, and it received a high measure of 
acceptance from them before it was inaugurated. 

Procter and Gamble knew that soap was used the year 
round, but orders came in seasonal spasms in accordance 
with traditions established by the wholesalers. The 
manufacturer therefore had first to educate the retail 
trade to regularly spaced purchases throughout the year 
before a schedule of regularized production could be 
sustained. Hormel had to educate the labor force to the 
necessity of transfers from one job to another if slack 
time in one department were to be offset by productive 
work where it was available. Nunn-Bush had to educate 
management and workers to the implications of a set-up 
in which wages were distributed only in proportion to the 
volume of sales. McCormick had to get the executive 
staff accustomed to the idea of consulting with employee 
representatives on management problems and had to get 



EXPERIENCE WITH STABILIZATION PLANS 


77 


the employees to think in terms of the labor costs under 
which the firm could profitably operate and maintain 
employment at good wages. 

The successful operation of an employment guarantee 
has involved the ability to manipulate production and 
marketing schedules so as to minimize the fluctuations in 
volume. The measures taken may include the building 
up of stocks in slow periods, easing the pressure in the 
busy season; they may entail the development of new 
products with which to round out the line, or simplifica- 
tion of the line, to avoid the necessity of taking on 
part-time help. Some firms have been able to schedule 
maintenance work so as to keep employees busy on such 
labor when the direct production schedule slackens. 

Along with the designing of the production schedule 
for stabilization of employment, the maintenance of 
level pay rolls may require the granting of special in- 
ducements like dealer discounts, or the taking on of 
custom jobs at quantity prices to encourage orders in 
ofiF-season periods. Occasionally, price inducements to 
maintain the volume may have to be synchronized mth 
corresponding changes in wage rates. In general, an 
increased flexibility in the handling of the labor force 
must be accepted by the workem as consideration for the 
maintenance of level pay rolls. 

The personnel training program must also be adapted 
to the policy of flexible production adjustments, and to 
the use of more effident or cost-saving methods whereby 
the firm may help maintain its production and sales 
volume. That may mean re-training of the workers when 
there is a change in the process, or it may mean increas- 
ing the versatility of the workers so that those under the 
guarantee may fully earn their wages. 

The prindpal measures for stabilizing employment 
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• National Industrial Conference Board, The Management Almanac 1946^ p. 207. 












EXPERIENCE WITH STABILIZATION PLANS 


79 


found in a study by the National Industrial Conference 
Board of 203 managements which had programs to that 
end, are tabulated in the table on page 78. (Not all 
of them, of course, had annual employment or wage 
commitments.) 

The successful plans have almost invariably had to 
meet the test of decisive action, whether in the terms of 
eligibility, size of the work week, or the formula for 
wage payment, when changes in business condition 
rendered such action necessary.^® Nor have they been 
started from the levels of boom years. 

The large percentage of abandonments has indicated 
that the conditions for success are not easy to meet. The 
instructive case of the Cleveland plan indicated that even 
moderate provisions, if too rigidly adhered to under 
unfavorable conditions, could result in the failure of the 
program. In that case, it was the pressure of competition 
from areas beyond the control of the Cleveland group 
that forced the migration of firms to more favorable 
markets and tended to make the plan untenable. It is 
significant that since that time the labor organizations 
in the garment trade have been primarily concerned 
with raising the efficiency of management and fostering 
conditions fevorable to the solvency of the industry, 
so that favorable bargaining terms could be sustained. 

Executives associated with the successful plans, who 
have expressed a deep satisfaction with the results of 
their experiments, have nevertheless cautioned about 
the necessity of taking the steps toward liberalization 

“In the example of the Nnnn-Bush Co., 9 adjustments on the basis 
of compensation were made and accepted by the employees between 
January 1936 and April 1940. The first 5 were upward and of the 
next 4, 3 were downward. See Charles A. Myers, **Stabie Employment 
and Flexible Wages, Personnel^ August 1940, p. 55- 
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of their annual-wage programs only as fast as the ground 
for them has been solidly laid on the production and 
marketing side. It is not without significance that the 
companies which operate successful annual-wage plans 
do not have an unvarying annual-wage scheme applica- 
ble to all their plants. In each case some of the occupa- 
tions or some of the plants are either excluded from the 
program for the time being or operate under modified 
conditions, pending such time as further progress in pro- 
duction and marketing may solve the problem of pro- 
viding more complete employment and wage guarantees 
in those areas. 

SIGNinCANCE OF THE EXPERIENCE 

We have found that between 2 and 3 per cent of the 
industrial firms, comprising perhaps H of i per cent 
of the employees in the industries involved, have made 
some type of formal commitment to regularize the 
annual incomes of the workers. While the examples of 
this effort are to be found mainly in the consumer goods 
industries, there are occasional instances covering dura- 
ble goods lines. The range of the commitments is from 
unconditional guarantees of year-round, full-time em- 
ployment and wages, to partial supplementation of re- 
duced earnings in slack periods. Each commitment sets 
up limitations, safeguards, and escape clauses deemed 
necessary to ensure the feasibility of the plan. Most of 
the larger plans were abandoned after a few months or 
years. Yet there have been a few outstanding examples 
in which the successes achieved under annual- wage plans 
would justify an open-minded consideration of similar 
action by other firms. 

The annual-wage commitment has been a challenge 
to the managements involved to take additional meas- 
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ures looking to the stabilization of production and 
markets. Where the commodity is standard, stocks have 
been built up in slack periods} side lines have been taken 
on to fill in the gaps} and price inducements have been 
offered to stimulate orders during the off season. By 
measures of this type, the guaranteeing firm has been 
able to keep its staff going as a stable crew for which 
year-round employment and income might be secured. 

These methods have often been effective in ironing 
out seasonal fluctuations. There has been no appreciable 
evidence of influence toward cyclical stability resulting 
from annual-wage programs. At best, the single em- 
ployer or even the single industry can do little indivi- 
dually to combat cyclical unemployment. 

The successful operators of an annual-wage plan have 
been enthusiastic about its value in building the morale 
and increasing the efficiency of the working force. It is 
difficult to obtain any direct evidence on dollar costs and 
gains of annual-wage plans. No claims on that score are 
advanced by those who have shared in the experience. 
In the cases of abandonment — especially during the de- 
pression — ^the cost of the plan was presumed to represent 
a prohibitive overhead which the firm could not endure. 
But under the more successful plans some lowered costs 
in particular areas of operation have been noted. These 
indude the savings from the retention of trained workers 
as against having to retrain new people where the turn- 
over is greater.** Other claims for the successful annual- 

Jack Chernick and George C. Hellickson in Guaranteed A nnual 
Wages (1945)9 p. 9S, point to the remarkable record of George A, 
Hormei Co. in holding down labor turnover to a little more than 10 per 
cent over the two years 1941-43, despite wartime conditions. However, 
those on military leave wwe included in a number still on the py roll. 
More important to consider, is the special situation of Austin, Minnesota, 
a relatively closed economic circle, in whi<di the Hormei plant constitutes 
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wage programs which appear to be substantiated bear on 
the labor-saving aspects of morale — ^less clock watching, 
reduced labor turnover, less tendency to draw out the 
work, and less employee opposition to technolo^cal 
advances by the firm. In specific instances the guarantee 
of an annual wage has been given in exchange for 
moderation of wage rates, and under the Fair Labor 
Standards Act an annual-wage agreement has meant 
exemption from penalty of overtime payments. 

In the limited area of business where the annual wage 
has been tried, the measures taken by the individual firm 
to stabilize its production and sales have made a com- 
paratively small inroad on the industry. A single packing 
house, for example, can limit its intake of live animals 
or expand its lines of processed foods, without disturbing 
the industry as a whole. A single firm may gradually 
eliminate its recruitment of extra hands by the improved 
scheduling of its operations among the regular force, 
without seriously affecting the community pattern of 
total employment. 

The question with which we are confronted in this 
study is whether business organizations in general could 
build on the experiences of firms with annual-wage plans 
and utilize the same means of securing for their workers 
the opportunity for year-round employment. Could all 
firms similarly reach out for the extra lines or reduce 
unstable lines, minimize the recruitment of part-time 
employees, and successfully stabilize their working 

the main source of employment That situation may therefore not fairly 
be compared with one in a metropolis subjected to the pressure of sur- 
rounding industries strongly competing for labor. 

In contrast to the success of the annual-wage plan at Austin was 
the experience of the Hormel (Spam) plant in Chicago. There the 
annual-wage plan inaugurated in 1939 was abandoned after three years 
because of resistance by the employees. 
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force? If they tried it, should we find ourselves with a 
smoother running economy, with a net progress toward a 
higher general standard of living? If we are to answer 
this fundamental question of whether it is feasible for 
industry in general to adopt the guarantee of annual 
wages, we must know something of the structure of in- 
dustry in relation to its capacity for stabilized pay rolls. 
We must see the size of the area of industry that would 
need to be stabilized. We must sense how and under what 
conditions various industries get their orders for the prod- 
ucts and services which make active pay rolls possible. 
Are the cyclical fluctuations of producers’ goods amena- 
ble to disciplines that would suffice to make an annual- 
wage guarantee feasible? 

When that picture has been absorbed, we can then go 
on to pass judgment on the extent to which the experi- 
ence of individual firms which have successfully operated 
annual-wage plans may be carried over into the general 
economy. The reader is therefore asked to suspend judg- 
ment on the carry-over of company experiences, pending 
the anal}^is in the succeeding chapters of the scope and 
character of fluctuating production and demand. 



CHAPTER IV 


THE DATA OF ECONOMIC FLUCTUATION 

The uncertainty of employment is the basis for the 
demand for an annual wagej it is at the same time the 
limiting factor in the guarantees that may be afforded. 
What are the measurable facts as to fluctuation in pro- 
duction, employment, and pay rolls to which a regu- 
larized wage system would need to be reconciled? What 
elements of predictability and control exist, upon which 
the guarantee of annual incomes may be based? 

The current civilian labor force of 6o million people 
who are either employed or seeking work, account for 
about 55 per cent of the population 14 years of age and 
over in the United States. Nearly all depend upon 
current earnings for current livelihood. If a comprehen- 
sive scheme of annual wages were conceived, it would 
have to cover some 58 millions under the income 
guarantee.^ 

OCCUPATIONAL LEVELS 

The hierarchy of occupations represents a wide varia- 
tion in degrees of security. A comprehensive scheme 
would guarantee the earnings of some 5 million 
farmers against crop failure, or the effect of an over- 
supply upon the value of their produce. It would put the 
farmers in position to guarantee the annual wages of 
some 2.25 million hired farm hands and the economic 
security of about 1.2 million family workers who per- 
form their labor on the farm without wages. 

It would guarantee annual incomes to about 1.5 mil- 
lion self-employed — ^those who are in business but hire 

^ See U. S. Bureau of the Census, Monthly Re fort on the Labor Force^ 
Sept 10, 1946. 
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no employees — ^among whom there is a normal, annual 
turnover of about 20 per cent. It would also have to 
cover another million and a quarter small proprietors 
who are responsible for the livelihood of from one to 
three employees, at least half of whose businesses have 
averaged less than $2,500 of net annual income in the 
years immediately preceding the war. For both those 
groups, as well as for another half million business 
owners with larger pay rolls, who are nei’ertheless in 
small business, it would have to guarantee income in- 
surance against the whims of customers who have a 
disconcerting way of moving in and out of neighborhoods 
and changing their allegiance from one butcher, baker, 
or barber to another.® 

It would safeguard a host of doctors, dentists, archi- 
tects, and others against the varying needs for their 
services by the individuals and families upon whose favor 
their active clientele depends. 

It would include some 6 million skilled workers in 
various crafts, from construction workers to whom part- 
time work seems normal, to basic maintenance men in 
public utilities whose job continuity is taken for granted. 
It would include 10 million semiskilled workers and 
4 million laborers whose jobs likewise run the gamut 
from casual employment to year-round security. 

In the labor force are some 6 million service workers 
whose employment consists of running elevators, work- 
ing in beauty parlors, laundering, or performing semces 
at or near the professional level. There are some 9 
million clerical and sales people who are ordinarily paid 
on an annual basis. In Ais group are a few millions 
whose work with the government or large companies is 

® The relation of size of business to employment, by industry divisions, 
is given in App,, Table 3. 
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assumed to be on a continuing basis, and whose problem 
may even be one of avoiding a mental rut rather than 
fearing for their jobs. On the other hand, a great many 
in the clerical and sales category are the only employees 
in the offices or shops to which they are assigned. 

Any effort to give definite occupational classification 
to the members of the labor force is confronted with the 
great variety of seasonal part-time and casual workers 
whose availability is essential to making the wheels of 
industry go round. Among them — and their number 
reaches into the millions — are the summer hands on 
farms, workers on ships and docks, helpers in tourist 
activities, resorts, and sports j workers in canning fac- 
tories, sugar refineries, and lumber camps. This roving 
pattern of employment may be assxxmed through per- 
sonal preference, and may mean high average annual 
income, or it may represent a status on the fringe of the 
gainfully employed force. 

The mobility given to the labor force by such essential 
workers, is supplemented by what may be regarded as 
a necessary float — ^possibly 2 millions — among whom 
the labor turnover represents the unemployment and 
the shifts in employment that go with a moving 
economy. 

Finally, we have young people and others — close to 
600,000 annually — ^who are seeking their first jobs and 
those whose occupations could not be definitely stated by 
themselves. - 

Roughly, one fourth of the labor force consists of 
women. Some will stick to their jobs as lifetime careers} 
others will be in and out of the labor force as pin money 
requirements, family vicissitudes, or the desire to be 
occupied may influence them. The majority will be in 
the labor force only until they are married. 
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The distribution within general occupational groups, 
as given in the United States census of 1940, is shown 
in the table below. 


The Experienced Labor Force, Major Occupation 
Groups, United States Census, 1940 * 


Occupation Group 


Number 


Pffr Cent 


Experienced Labor Force. 


Professional and semiprofcssiona! workers . . 

Proprietors, managers, officials 

Farmers and farm managers 

Proprietors, managers, officials, nonfarm . 

Clerical, sales, and kindred workers ...... 

Craftsmen, foremen, and kindred workers . . 
Operatives and kindred workers 


Service workers 

Domestic service . . 
Protective services . 
All other services. . 


Laborers 

Farm wage workers 

Farm family workers 

Laborers, except farm and mine. . 
Labor on public emergency work. 

Occupation not reported 


52 , 022,158 

3 , 549,354 

9 , 026,984 

( 5 , 176 , 798 ) 

( 3 , 850 , 186 ) 

8 , 307,490 

5 , 877,094 

9 , 415,901 

6 , 258,070 
( 2 , 327 , 159 ) 
( 740 , 876 ) 
( 3 , 190 , 035 ) 

8 , 605,256 

( 2 , 227 , 783 ) 

( 1 , 183 , 523 ) 

( 3 , 910 , 263 ) 

( 1 , 283 , 687 ) 

982,009 


m.o 

^7 A 
( 10 . 0 ) 
( 7 A) 

16.0 

11.3 

18.1 

12.0 
(4.5) 
(I A) 
( 0 . 1 ) 

16.5 
( 4.3) 

m 

(2.4) 

1.9 


» U. S. Bureau of the Census, Sixteenth Census oj ike United States^ The 
Labor Force^ Vol. 3, Pt. i, p. 10. 


MAJOR INDUSTRY GROUPS 
When we move from the ideal concept of an annual 
wage that would include every occupational stratxim, to 
the more realistic question of its practical application in 
a given sector of the economy, the industry or line of 
business becomes a more determining factor than the type 
of occupation. That distribution as of the 1940 census 
is shown in the table on page 88 . 

For our purpose, the significance of the industrial 
break-down does not lie solely, or even primarily, in the 
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U. S, Bureau of the census. Sixteenth Census of the United States {1^40)^ The Labor Forcey VoL 3 ,Pt. I 
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numbers involved. It lies in the fact that a dynamic 
economy may produce different histories — that is dif- 
ferent trends — as between one industry and another, 
which in turn would give varying degrees of emphasis 
to the need or desirability of stabilizing employment and 
w-ages in the given sector. 

The American tradition of economic progress has wel- 
comed new inventions in products and corresponding 
changes in the mode of living. What is more, it has 
sought to make the benefits of these changes speedily 
available to the great mass of the population. Sometimes 
the technological and social changes may take place in 
an industry without disturbing the essential character of 
the industry or the labor force attached to it. At other 
times, the change is far-reaching enough to mean the rise 
of what is virtually a new industry at the expense of an 
old one. These phenomena have their counterparts in the 
shifting of employment opportunities. 

We have entered the current postwar era with our 
gainfully employed ci^lians roughly distributed in the 
following manner (as of March 1946):^ 


Industry group 


Total 

Agriculture. 

Manufacturing 

Mining 

Construction 

Transportation, communication, and public 

utilities 

Trade 

Finance, services, and miscellaneous 

Domestic service 

Nona^culturai self employed and unpaid 

family workers 

Government. 


Number 
(In millions) 

JPer Cent 

S6 

m 

7.8 

14 

14.6 

26 

l.i 

2 

1.7 

3 

3.9 

7 

8.4 

15 

5.6 

10 

1.7 

3 

6.2 

11 

S.O 

9 


* Based on data from U. S. Bureau of Foreign and Domestic Commerce, 
Surrey of Current Business, July 1946, p. 13. 
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This pattern already reflects some changes from V-J 
Day, in the tapering off of manufacturing employment 
and the rise in construction and trade. But if we com- 
pared it with the distribution by major industries in the 
last census year of 1940 (see table on page 88), we 
should see that the immediate postwar distribution is still 
out of line with the peacetime norm as we have known it 
in a number of important industrial areas. (For a general 
picture of the year-to-year changes in employment since 
1900, serving as reference for the ensuing discussion of 
industry trends, see App., Table 4.) 

In agriculture the gainfully employed labor force 
(excluding unpaid family workers) currently engaged 
is slightly under 8 millions.* The present figure of 
around 8 millions reflects the broadest fundamental 
long-term change in the character of our working popu- 
lation — the continuing fall in the ratio of our rural to 
urban popvJation. We may never again equal the total 
of 1 1.5 million persons working on farms that we had 
just before World War 1 . 

Yet the quantity of produce has increased and has 
given rise to more jobs in related fields of transportation, 
food processing, and trade than were shown, let us say, 
in the census year 1910. The unprecedented volume of 
production in recent years was achieved with only three 
fourths as many farmers as were available in the first 
decade of the twentieth century. But even in peacetime 
the ex-farmers and sons of farmers were taking up non- 
agricultural emplo}mient, in garages and filling stations, 
in trucking, in the business of recreation, in the domestic 
and personal services, or perhaps in trade. The future 
development of agriculture may, by the same token, rep- 

*It would nonnally go about 3 millions higher for the summer 
months. 
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resent a decrease in the number of farms — especially the 
small, marginal farms — ^along with an increase in their 
size and mechanical equipment, and an increase in the 
total output of farm produce for industrial uses as well 
as for food. It is even believed that such a decline in the 
numbers attached to farms must accompany a rise in 
the economic level of rural life.® Under these circum- 
stances the question of an annual wage is likely to emerge 
in agriculture only after a large segment thereof has 
taken on the character of an established business under 
conditions that call for a basic crew of employees who 
can make a career of it. For the present, farmers are 
more likely to be interested in the question of how an 
annual wage in industry would affect the prices that 
farmers pay for the goods they have to buy. 

Government, including state and local subdivisions, 
has become one of the major areas of employment, 
accounting currently for about 5 million employees. 
For most of them, the problem of the annual wage does 
not arise. Since government budgets are generally on an 
annual or biennial basis, the great majority of govern- 
ment workers are on salary. Those who are not, may 
have their employment designed on an emergency basis 
and not intended to be stabilized. In any event, our 
political organization, and considerations of public fiscal 
policy, would preclude the freezing of nonsecured 
civilian servants under an annual wage. 

The ‘private service indAistries, including domestic 
service, engage close to 8 millions of our working 
population. They form an area which for many years 
has gained not only in absolute numbers, but in its per- 
centage of total employment. In 1900 the service indus- 

' Theodore W. Schultz, Agriculture in an Unstable Economy (1946), 
p. 193. 
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tries accounted for considerably less than half of the 
number engaged in agriculture. Today they have at 
least the equal of agriculture in numbers engaged. It is 
an area that bids fair to continue the rise in numbers. It is 
typically the area of small business and of short-lived 
business, where entry and exit are relatively easy and 
adaptation to changes in population and consumer tastes 
is readily made. The majority of the workers in this 
area are female (see table on page 88), and nearly all are 
on a salary basis, with the problem of temporary layoflFs 
not appreciably in the picture. 

In the professional services we have either the self- 
employed, or those under salary contract as employees. 
With the latter, the question is one of retaining or chang- 
ing connections rather than one of temporary layoffs by 
the firm to which one is attached. 

The trade groiify like that of the services, has con- 
tinually increased as the mass output of big industry has 
required a growing system of channels for distribution. 
Since 1900 the number engaged in distributive lines has 
increased from a little over 3 millions to roughly 8 mil- 
lions. The trade lines are, like the services, still largely 
the domain of small business. There has been, however, 
the familiar development of the large department store, 
mail order house, and the chain retailer. As has already 
been noted in the preceding chapter, some of these larger 
units have statalized substantial portions of their activities 
to the point where arrangements approaching the guar- 
antee of annual employment and wages have been ef- 
fected. The distributive field, however, is not likely to 
be in the foreground of the annual-wage issue. So long 
as small business predominates, business survivorship is 
precarious, and many of the employees therein delib- 
erately seek pin money, seasonal and otherwise part- 
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time employment, with a large, female force that looks 
to marriage as a permanent career. 

In our listing of the industrial areas, we have now 
reached that sector of the economy w'hich is conven- 
tionally understood as industry proper. It includes con- 
struction, transportation and communication, mining, 
and manufacturing. 

SIGNinCANCE OF THE INDUSTRIAL SEGMENT 

It is in this industrial group that the issue of the an- 
nual wage comes to the fore, because it is within this 
area that fluctuations most disastrous to stable employ- 
ment occur j because it is an area in which big business 
accounts for the major portion of the employment; be- 
cause in this area the great majority of the employees 
are wage workers on an hourly basis, with large numbers 
subject to layoffs on short notice; and because it is an 
area in which labor is represented through large-scale, 
articulate organization. 

When union membership during the war was at an 
all-time high, the major labor federations could claim 
a combined membership of around 12 millions, of which 
nearly three fourths would be in the industrial segment. 
In this general area of industry, employment during the 
past two peacetime decades, has fluctuated between 7.5 
and 13 millions. The rate of unemployment fluctuated 
between 8 per cent of those normally seeking their liveli- 
hood in industry in 1 9 1 9 and 48 per cent in 1 932. During 
the period, the aggregate earnings varied from 18.5 bil- 
lions in 1920 to 7.5 billions in the depression of the 
thirties. The average annual earnings of those who were 
employed dropped from $1,483 in 1920 to $915 in 
1933. (See table on page 94.) 

The war increased employment in this total area to an 
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Estimated Average Annual Earnings of Industrial 
Wage Earners, 1919-38“ 


Year 

Aggregate 
Earnings 
(In mil- 
lions of 
dollars) 

Number of Wage 
Earners 
(In thousands) 

Per Cent 
Not in 
Attached 
Employ-- 
ment^ 

Average Annual 
Earnings 
(In dollars) 

Em- 

ployed 

Attached 

Employed 

Workers 

Attached 

Workers^® 

1919... 

15,369 

12,581 

13,720 

8 

1,222 

1,120 

1920... 

18,593 

12,538 

13,960 

10 

1,483 

1,332 

1921... 

13,081 

10,053 

13,800 

27 

1,301 

948 

1922... 

13,661 

10,924 

13,960 

22 

1,251 

979 

1923... 

17,188 

12,509 

14,090 

11 

1,374 

1,220 

1924. . . 

16,492 

11,883 

14,190 

16 

1,388 

1,162 

1925... 

17,096 

12,230 

14,280 

14 

1,398 

1,197 

1926... 

18,010 

12,765 

14,360 

11 

1,411 

1,254 

1927... 

17,793 

12,558 

14,420 

13 

1,417 

1,234 

1928... 

17,596 

12,391 

14,450 

14 

1,420 

1,218 

1929. . . 

18,267 

12,832 

14,480 

11 

1,424 

1,262 

1930. . . 

15,187 

11,359 

14,520 

22 

1,337 

1,046 

1931... 

11,309 

9,430 

15,600 

35 

1,199 

775 

1932... 

7,536 

7,675 

14,700 

48 

982 

513 

1933. . . 

7,376 

8,061 

14,840 

46 

915 

497 

1934. . . 

9,242 

9,335 

15,080 

38 

990 

613 

1935... 

10,521 

9,942 

15,430 

36 

1,058 

682 

1936... 

12,644 

11,064 

15,800 

30 

1,143 

800 

1937, . . 

14,794 

11,921 

16,100 

26 

1,241 

919 

1938. . . 

12,062 

10,256 

16,300 

37 

1,176 

740 


• From Spurgeon Bell, Productivity y Wages y and National Income ( 1940 ), 
p. 21 . Comprises employment in manufacturing, railroads, mining, and con- 
struction, These industries represent about 90 per cent of total industrial 
emolument, 

® Computed from two preceding columns. 

^ Aggregate earnings divided by the number of wage earners attached to 
ndustry. 


unprecedented figure of 22 millions. That rise in the 
employment figure for the industrial groups was accom- 
panied by very high turnover. Although layoffs were few 
and of short duration, the number who quit their jobs 
for more lucrative ones constituted about 60 per cent 
of the total force of wage earners, while the aimual rate 
of accessions — ^hiring and rehiring — ^was around 90 per 
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cent in 1942 and 1943. Whether in war or in peace, it 
is characteristic of years of high production and employ- 
ment that they are accompanied by a high percentage of 
labor turnover. (See chart on page 96.) 

To get back to a peacetime norm, this section of our 
labor force has undergone some major shifts in reverse. 
The first twelve months after Germany laid down its 
arms witnessed a drop of 4 millions in manufadures. 
Some of those laid off retired from the labor force j 
others were reabsorbed into the trades, services, and 
other under-manned lines. The return to a tenable 
peacetime basis must inevitably call for additional re- 
alignment of industrial employees in accordance with 
the development of new products, the shift of consumer 
demands, and parallel changes in technology. Thus, the 
plight of those who are temporarily laid off is matched 
by the impossibility of guaranteeing present employment 
to all of those now on the pay rolls. 

Within the area that we are including under the 
category “industrial,” we find many contrasts both as 
to long-run and short-run trends. 

The fublic utilities field, embracing communications, 
power and light, had a steady rise in employment be- 
tween 1900 and 1930, and has undergone little change 
from the average of a million employees since that time. 
In transportation, the upward trend from 1900 to 1920 
gave way to a period of relatively stationary employment 
in the twenties, with recruitments from the trucking 
field offsetting the decline in rail transport. It was fol- 
lowed by a marked general decline in transportation 
employment during the 1930’s. 

Construction has been the most volatile of the im- 
portant sectors of the industrial group, both as to long- 



Labor Turnover, 1930-45®’ 

I. VOLUNTARY AND INVOLUNTARY SEPARATIONS 



II. TOTAL SEPARATIONS AND ACCESSIONS 
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run and short-run trends. As far back as 1902, within a 
total national employment of around 30 millions, con- 
struction accoxmted for 2.6 million workers. Thirty years 
later, when population increases had raised the labor 
force to more than 40 naillions, only i.i million persons 
had employment in construction — ^less than half the 
number at the turn of the century. There was a period 
in the middle 1920’s, on the other hand, when construc- 
tion employed more than 3 million persons. That figure 
was not matched in recent years. 

The mining industry has followed on a smaller scale 
the long-term trend of agriculture. Before and during 
World War I, when it employed approximately a mil- 
lion and a quarter persons, mining accounted for more 
than 3 per cent of the nation’s total employment. Since 
that time its employment has not only gone down in total 
numbers; it has now reached the point where, with 
6oo,ocx) employed, it accounts for not more than i per 
cent of the civilian labor force. The wide fluctuations in 
pay rolls have been a feature of the mining Industry. 
Between 1929 and 1932, the wage pay roll dropped 
from I.I billion dollars to 440 millions and was at the 
level of around 8 cx 3 millions in 1939. 

INDUSTRIAL PRODUCTION 

In studying production and employment experience, 
with an eye to its implications for annual-wage policy, 
we are interested first, in the time element — ^the period 
over which some predictability of a reasonable commit- 
ment is feasible. We are also interested in the spread 
between high points and low points, as well as the regu- 
larity of their recurrence if we are to get some idea of 
what a reasonable norm might be for annual-wage de- 
termination. On this score, we shall find that the be- 
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havior by lines of industry, and even by different plants 
within an industry, varies so widely as to require a con- 
sideration of individual situations in addition to the 
over-all picture. 

We shall first consider the production pattern, and 
then see how closely the behavior of employment and 
pay rolls followed the curve of production itself. 


Industrial Production Manufactures* 
(Physical volume) 

1935-39=: 100 


Year 

Total 

Year 

Total 

1919 

72 

1935 i 

87 



1936 1 

103 

1920 

75 

1937 

113 

1921 1 

58 

1938 

89 

1922 

73 

1939 

109 

1923 

88 



1924 

82 

1940 

125 



1941 

162 

1925 

90 

1942 

199 

1926. 

96 

1943 

239 

1927 

95 

1944 

235 

1928 

99 



1929 

110 

1945 

203 

1930 

91 



1931 

75 



1932 

58 



1933 

69 



1934 

75 




U, S. Board of Governors of the Federal Reserve System, Federal Re^ 
serve Bulletin, August 1946, p. 909. 


Taking industrial production as a whole, we are fa- 
miliar with the fact that it followed a strong upward 
trend during the decade after World War I. The gen- 
ei^ index of industrial production climbed from 72 in 
1919 to no in 1929 (1935-39 = 100). After the rela- 
tively short depression of 1921, production rose sharply. 
The upward movement was only negligibly interrupted 
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by a brief recess in 1924 and a small decline in 1927- 
On an experience confined to the middle twenties, it 
might have seemed relatively safe to make an annual- 
wage commitment close to the positions then current, in 
view of the general upward trend. (See table on page 98-) 

When the depression came, however, the industrial 
production index fell, not to some point near the average 
of the previous period, but to a low (in 1932) of 58* 
The recovery of the thirties was hesitant} industrial pro- 
duction did not attain the levels of 1929 until 1937. But 
that new peak lasted only a few months, and in the 
sharp recession in 1938 production fell to 89, which was 
about the level of 1 5 years earlier. It took the defense 
preparations and later the active war boom to move the 
index definitely above average of the previous two 
decades. 

MANOTACTURING--DURABLES AND NONDURABLES 

In the current stage of the annual-wage issue, the 
problem focuses ultimately on the area of manufactures. 
This is not alone because manufactures cover two thirds 
of the industrial force and a much larger fraction of the 
wage earners paid by the hour. The value added by 
manufactures has accounted in peacetime years for about 
one third of the total national income. Moreover, the 
key manufacturing industries, to a greater extent than 
any other area of production, have created the climate 
of prosperity and depression for the communities of the 
nation. It has already been indicated that as a practical 
matter the brunt of the issue of the annual wage will 
have to be met in negotiations between manufacturing 
employers and the corresponding labor representatives. 

The availability of more systematic statistics of pro- 
duction and employment in manufacturing than in most 
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of the other fields, is a further reason for selecting that 
area for a more extended analysis of the background of 
employment fluctuation. 

The distinction between the behavior of the produc- 
tion curve in durable goods and that in nondurable 
goods, taking them as general categories, is sufficiently 
marked to justify their analysis as separate categories in 
this context. 

Production of durable goods fluctuated in the direc- 
tion of industrial production as a whole, but the typically 
greater intensity of the variations in durable — hence 
usually deferable — ^goods is significant in the analysis. 
Between 1923 and 1929, the rise in the index of durable 
manufactures from 103 to 132 was about 20 per cent 
greater than that of industrial production in general. 
Conversely, the fall after 1929 was more precipitous. 
The production of durable goods in 1932 amounted to 
barely one third of what was produced in 1929. Whereas 
the combined index of industrial production had by 1937 
caught up with the 1929 total, the production of durable 
manufactures did not come abreast of its 1929 peak until 
1940 (index == 139). But from there on it almost 
trebled within three years under the impetus of wartime 
demand. (See table on page loi.) 

Nondurable manufactures showed an upward move- 
ment practically without interruption throughout the 
1920’s, from 57 in 1921 to 93 in 1929 (1935-39 
= 100). In contrast with the durables, the fall from 
1929 to the low of the depression of 1932 did not exceed 
25 per cent (nondurables index, 1932 = 70; in 1933 
= 79)- The increase of production of nondurable manu- 
factures brought the index in 1936 above the level of 
1929. The 1938 setback was only a short recess for non- 
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Production, Employment, and Payrolls 
( 1935 - 39 - 100 ) 


Year 

Manufactur 

es 

Durable Manufactures 

Xondurable 

Manufactures 

Produc-[ Empli^-, 
tion* 1 meat® | 

roils® i 

Prcduc-j Employ-! 
tion® 1 ment® 

Pay- 

rolls^ 

Produc- 

tion* 

Emplqy- 

ment® 

fofsi 

1919 

72 


113.2 

84 



62 



1920 

74 


135.3 

93 



60 



1921 

56 

83.8 

87.3 

53 



57 



1922 

74 

92.6 

93.8 

81 



67 



1923 

86 

106.0 

ns. 8 

103 

117.2 

128.6 

72 

97.1 

109.4 

1924 

81 

98.5 

110.9 

95 


119.5 

69 

90.4 

102.6 

1925 

90 


116.7 

107 

1:2.0 

12s. 7 

76 

93.8 

108.2 

1926 

95 

103.9 

120.3 

114 

115.4 

130.6 

79 

94.6 

110.6 

1927 

94 

101.6 

118.2 


108.7 

123.2 

S3 

95.9 

113.4 

1928 

99 

101,8 

119.5 

117 

110.0 

127.5 

85 

95.3 

112.0 

1929 

110 

108,3 

1 127.5 1 

132 

119.6 

138.5 

93 

99.3 

117,0 

1930 


94.4 

103.2 

98 

98.6 

104.4 

84 

90.8 

102.0 

1931 

74 

79.8 

1 78.3 

67 

76.2 

69.3 ' 

79 

82.4 1 

1 86.9 

1932 

57 

67.7 

53.9 

41 

59.5 

41.6 ] 

1 70 

74.3 ! 

65.7 

1933 

68 

75.0 

57.9 

54 

64.8 

45.9 1 

79 

83.0 j 

69.4 

1934 

74 

87.5 

74.5 

65 

81.5 

65.0 1 

81 

92.3 ; 

83.7 

1935 

87 

93.2 

85.6 

83 

89,9 

79.9 


95.8 

91.0 

1936 

msm 

KilHI 

99.1 

108 

102.1 

100.5 i 

100 

■Mn 

97.7 

1937 

113 

110.9 

118.4 

122 

117.5 

127.6 ! 

106 

105.7 

109.5 

1938 

87 

92.8 


78 

88.9 

84.6 1 

95 

96.0 

96.4 

1939 

mm 


106.5 


101.6 


mum 

102.4 

105. S 

1940 

124 

109.8 

121.7 

139 

117.5 

134.3 

115 

103.7 

109.6 

1941 

168 


171.8 

201 

150.9 

209.1 

142 

114.0 

136.2 


® U. S. Board of Governors of the Federal R^erve System. Figures published monthly in 
Federal Reserve Bidletin. 

U. S. Bureau of Labor Statistics, Eandboak of labor SUsHstics, Vol. j (1941), pp. 169-71. 
Indexes have been converted to 1935-39 base. 


durable goods 5 thereafter the index rose, by 1940, to a 
level 60 per cent above the 1923 starting point.® 

“ Straight line trends bring out more clearly the difference between 
the production of durable and nondurable manufactures. 

Trends computed for the years from 1923 to 1940 have the following 
equation : 

Durable manufactures: y = 96,6 — .20 x with origin at Jan. i, 1932 

Nondurable manufactures: y = 86.0 + 1.97X with origin at Jan. 

I, 1932 

These equations indicate that, whereas the average level is higher 
for the production of durable than for nondurable manufactures (96.6 
basis 1935-39 = 100), their production decreased slightly during the 
1923-40 period (1/5 of I per cent per year). Nondurable manu- 
factures have a lower average level (86.9 on basis 1935-39 = 100), 
but they increased on the average at a rate of almost 2 per cent per 
year. 
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It should be obvious that we can get either an upward 
or downward trend for the period following World 
War I by a slight change in terminal years. Strictly 
speaking, no meaningful trend can be computed for the 
interval between the two wars. The period of the 
twenties and early thirties could be regarded as a laissez 
fairs period of prosperity and depression. Thereafter, 
the character of the upswing of the thirties is intimately 
linked to the New Deal program, whereas the prosperity 
of the defense and war period is clearly the reflection of 
vast government expenditures for armament purposes. 

CYCUCAL EMPLOYMENT AND PAY ROLLS 

Let us now pause to see how well the fluctuations in 
production were reflected in the rise and fall of employ- 
ment and pay rolls. The indexes of employment and pay 
rolls in manufactures to which this discussion will have 
reference are given in the table on page loi.' 

On the upgrade of the 1920’s, while production in- 
creased by more than 30 per cent, the niunber of wage 
earners directly employed in manufactures remaned 
almost stationary, the computed increase being a little 
over I per cent. During the same period the correspond- 
ing index for pay rolls went up less than 10 per cent. 

On the downgrade from 1929 to 1932, the drop of 
45 per cent in production was more than matched by the 
cut in pay rolls to less than half, (The pay-roll index 
dropped from 127 to 54.) The voliune of employment 
meanwhile fell nearly 40 per cent — 107 to 67. During 
the ensuing rise of business activity from the low of the 

^ The small differences between the figures employed in this discussion 
and the standard Bureau of Labor Statistics series of manufacturing, 
employment, and pay roll will be due to the fact that the figures cited 
here are computed on the uniform basis of 1935-39 = too, whereas the 
BLS index has 1939 = 100. 
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thirties, the employment figure climbed back with a 
rise of about 40 per cent (to 212 by 1940). Pay rolls 
during the same years went up more than 50 per cent 
(54 to 1 21). But in the meantime, production more than 
doubled (58 in 1932 to 125 in 1940).* 

Thus, we see that during the upswing of the twenties, 
the sharpest increase among the three series was in pro- 
duction. Pay rolls followed production, but not by the 
same percentage, while employment increased hardly at 
all. During the depression of the early thirties, pay rolls 
and production went down together, with pay rolls dip- 
ping even more sharply than production} the number 
of wage earners employed was not reduced as sharply 
as production itself} quite evidently the average number 
of hours per employee, as well as the number of em- 
ployees, went down. In the upswing of the middle 
1930’s, employment again lagged behind production in 
manufactures} but pay rolls, reflecting higher wage rates 
as well as higher emplo3mient, moved sharply upward, 
though not at the rate of production itself. 

* The index of pay rolls is in current dollars. The value of the pay 
rolls at the high and low points may be better judged in relation to the 
index of the cost of all goods purchased by wage earners and lower 
salaried workers in large cities, which is compiled by the Bureau of 
Labor Statistics. Between 1921 and 1929 (mid-year) the index of the 
cost of wage earner purchases dropped slightly (126.6 in May 1921 
to 1 22.1 in June 1929). From 1929 to 1933 the wage earner cost of 
living dropped 30 points. During the upswing from 1933 to 1940, the 
rise in living cost was about S per cent, with the 1940 index figure 
running 20 per cent lower than that of 1921. On that basis the index of 
^‘'real wage” pay rolls would be relatively more favorable to the period 
of the thirties in comparison with the twenties. The defiated index of 
pay rolls would be as follows: 

1923 1929 1932 1940 

97.7 104.4 55.3 I2I.I 

Between 1940 and 1946 the cost-of-living index rose by 31 per cent, 
so that the real pay rolls in 1 946 were roughly 90 per cent above those 
of 1940. 
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A tabular summary of the magnitude of the upward 
and downward swings for manufacturing as a whole 
would run as follows: 


Pay Rolls 

Year Production (Percentage) Employment 

1923-29 -1- 30 + 10 +2 

1929-32 — 4S —60 —35 

1932-40 +115 +125 +60 

1923-40 + 40 + 2 +3 


When the trend of employment and pay rolls for 
total manufactures is compared with that of individual 
lines of manufacture, a wide variation is found in the 
degree to which they follow the general pattern. The 
parallel movements for durable and nondurable goods 
are shown in the table below. 


Changes in Production, Pay Rolls, and Employment 


Year 

Durables 

Nondurables 

Produc- 

tion 

(Per 

cent) 

Pay- 

Roll 

(Per 

cent) 

Employ- 

ment 

(Per 

cent) 

Produc*. 

tion 

(Per 

cent) 

Pay 

RoU 

(Per 

cent) 

Employ- 

ment 

(Per 

cent) 

1923-29 

+30 

+10 

+ 1 

+30 

+10 

+ 2 

1929-32 

-70 

-70 

-50 

-25 

-45 

-25 

1932-40 

+240 

+220 

+100 

+65 

+65 

+45 

1923-40 1 

i 

+35 

+3 

+2 

+60 

- 

+7 


It will be seen that durables and nondurables alike 
moved upward very slightly in employment during the 
30 per cent rise of production between 1923 and 1929. 
The increase in numbers employed in both cases was 
negligible during this period, although somewhat 
greater for nondurables than for durables. But during 
the recession of 1929 to 1932, the drop in employment 
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sufFered by the nondurable goods lines was only half as 
great as in durables. In respect to pay rolls, the drop of 
70 per cent for durable goods was again greater than 
for the nondurables. (But it is notable that the drop in 
the pay rolls for nondurable goods was greater than the 
fall in the production of nondurables, while in the dur- 
able goods industries production and pay rolls declined 
at the same rate.) 

During the recovery from 1932 to 1940, the pay rolls 
in durables more than trebled, while employment 
doubled. In nondurable goods, however, the rise in those 
eight years produced less than a 50 per cent increase in 
employment and a 65 per cent increase in pay rolls. 
When the entire period from 1923 to 1940 is taken, we 
find that pay rolls had about succeeded in making up for 
the depression losses. So far as the nondurable goods 
were concerned, there was likewise a catching up by 1 940 
with the pay-roll figures of the twenties. The number 
employed in nondurable goods lines in 1940 was some- 
what higher than in 1 923, despite the fact that pay rolls 
had not increased — apparently due to the reduction in 
hours per week and some shifting to lower sldlls on 
mechanical operations. 

In this general discussion of industrial production of 
durables and nondurables, the reference has been main- 
ly to the significant fluctuation between years rather 
than to seasonal variation. The fact is that seasonal trend 
has little meaning for the total of production. Among 
the different industries are complementary processes or 
demands. Their seasonal trends more or less offset each 
other. The result is that for industrial production the 
peak and low months vary from year to year according 
to whether industry generally is in a rising level or 
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declining phase. The high and low months of production 
activity, as may be seen in the table below, will bear 
out this point. The seasonal factors become significant 
for specific industries, especially those that are dependent 


High and Low Months in Manufacture^ 
(1935-39*100) 


Year 

High 

Month 

Low 

Month 

1923 

91 

May 

79 

Dec. 

1924 

87 

Mar. 

71 

July 

1925 

95 

Oct. 

86 

Jan. 

1926 


Sept. 

89 

Dec. 

1927 

99 

Mar. 

86 

Dec. 

1928 

106 

Oct. 

96 

Feb. 

1929 

117 

May 

92 

Dec. 

1930. 


Apr. 

73 

Dec, 

1931 

83 

Apr. 

61 

Dec. 

1932 

62 

Feb. 

SO 

July 

1933 

84 

July 

51 

Mar. 

1934 

82 

May 

67 

Tan. 

1935 

95 

Oct. 

80 

Jan. 

1936 

115 

Nov. 

90 

Jan. 

1937 

124 

Apr. 

82 

Dec. 

1938 

101 

Nov. 

78 

Jan. 

1939 

127 

Nov. 

97 

Jan. 

1940 

143 

Dec. 

113 

Apr. 

1941 

183 

Oct. 

144 

Jan. 


Federal Reserve Index of Industrial Production^ October 1943, pp- 25, 46. 


on the weather or periodic changes in fashions and 
tastes. 

We have seen that the durable goods industries in 
general are subject to greater fluctuations than non- 
durable goods. This does not mean, however, that all 
durable lines have fluctuated to about the same extent, 
or that all nondurable goods show more moderate fluc- 
tuations that do the durables. As we examine produc- 
tion, employment, and pay rolls for particular industries, 
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it will become apparent that each has a pattern of its 
own and, by the same token, that they differ in their 
capacities for stabilizing employment and pay rolls. 

Durable Lines 

Let us start with the basic iron and steel industry, and 
compare it with some of the industries that are closely 
tied to it. Following are the indexes for production, 
employment, and pay rolls in iron and steel for key 
years in the interwar period, 1935-39 = ICX): 


Year Production Employment Pay Rolls 

1923 109 109 123 

1929 133 108 128 

1932 32 58 37 

1940 147 116 130 


The rise in production from 1923 to 1929 follows the 
composite index of durable manufactures. But the drop 
of 80 per cent in production between 1929 and 1932 is 
much more drastic than that for durable manufactures 
as a whole. Employment and pay rolls held up slightly 
better in steel than they did in durable goods generally. 
On the upturn, after 1932, steel made a much better 
recovery than the average of the durable goods in all 
three factors of production, employment, and pay rolls. 
The 250 per cent increase during the latter 1930’s 
brought the pay rolls in steel for 1 940 slightly above the 
1929 level. 

The volume of production of iron and steel is depend- 
ent, of course, upon the demand for the product from 
the manufacturers that use the metals. It is of interest, 
therefore, to compare the year-to-year behavior of some 
of the chief steel-usmg lines. Their average monthly 
employment for the years we are considering is shown 
for the specified industries in the table on page 108. 
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In the table below it will be noted that some of the 
steel-using industries failed to register any rise in pro- 
duction during the general upswing between 1923 and 
1929. Hardware, for example, remained stationary, 


Employment in Steel Using Industries® 
(1923-25 average— 100) 


Commodity 

1923 i 

1929 

1932 

1940 

Machine tools 

108.1 

167.2 

42.1 

233.3 

Aj?rtcultiiral implements 

110.2 

145.0 

36.5 

137.4 

Tin cans 

101.0 

104.0 

73.3 

99.4 

Electrical machinery 

i 103.0 

127.3 

60.6 

108.0 

Structural steel 

104.4 

111.2 

43.3^ 

77.6 

Radios and phonographs i 

89.5 

: 204.5 

80.4 

144.4 

Automobiles 

100.6 

i 111.3 

60.5 

111.3 

Shipbuilding 

114.5 

101.3 

56.8*> 

172.2 

Hardware 

101.6 

1 101.7 

i 58.9 

98.8 



■ U. S. Bureau of Foreign and Domestic Commerce, Survey of Current 
Business, Supp., 1942, p. 39. 

^Low point in 1933. 


while shipbuilding actually declined in employment by 
nearly 1 3 per cent. Radios and phonographs, by contrast, 
more than doubled during those six years. On the down- 
turn, we have at one extreme the index for machine 
tools, highly sensitive to the expansion and contraction 
of manufacturing activity, which declined by more than 
three fourths and then increased more than six-fold dur- 
ing the next eight years. Structural steel, which under- 
went a decline of nearly 60 per cent, and which reached 
its low point in 1933 rather than in 1932, failed to rise 
by 1940 to anjrthing like its average for the earlier years. 
In radios and phonographs the index for 1940 was 35 
points lower than that of 1936.® In automobiles, the 
rise between 1923 and 1929 was moderate. Automotive 
employment hit the low point in 19335 by 1940, it had 
barely matched the employment of 1929. Its best year 
before the war was 1937, when the index was 17 points 

U.S. Bureau of Foreign and Domestic Commerce, Survey of Current 
Business f Supp., 1942, p. 39. 
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above that of 1929* In agricultural machinery, the best 
interwar year was likewise 1937, in which employment 
(at 174) was at least 20 per cent higher than in either 
1929 or 1940. 

The figures on employment, for which reports made 
to the Bureau of Labor Statistics are the source, give the 
number of people at work on a given day in each month. 
They do not indicate whether those people are full-time 
or part-time workers. The drop in the number of em- 
ployees during depression may depend, therefore, on 
how many part-time workers are attached to the in- 
dustry. For the same reason, and because of different 
timing of wage adjustments, the relation between em- 
ployment and pay rolls may differ with the lines of 
industry. The pay rolls of steel-using industries listed 
above are compared in the summary table which fol- 
lows: 


Pay Rolls in Steel-Usino Industries* 
(1923-25 average— 100) 


Commodity 

1923 

1929 

1932 

1940 

Maclune tools 

105.3 

187.6 

28.6 

311,3 

Agricultural implements ........ 

110.1 

154.4 

23.5 

160.3 

Tin cans * 

97.7 

113.6 

65.8 

107.3 

Electrical machinery 

100.1 

134.4 

39.7 

124.8 

Structural steel 

104.0 

112.8 

23.9^ 

69.1 

Radios and phonographs 

88.1 

202.9 

60.5 

137.9 

Automobiles 

100.6 

111.6 

38.8 

121.1 

Shipbuilding 

112.8 

109.7 

54.1 

2 mA 

Hardware 

100.1 

106.9 

38.4 

106.8 



» U. S. Bureau of Foreign and Domestic Commerce, Surtey of Current 
Business y Supp., 194a, p. 49. 

^ Low point 1933. 


It will be seen that the pay-roll trends run all the 
way from 35 per cent decline in the pay rolls of struc- 
tural steel to a three-fold increase in the pay rolls of 
machine tools. In the case of tin cans and hardware, we 
have a reduction in the number employed coupled with 
an increase in pay rolls- 
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The automobile industry, chief user of steel products, 
is notable for the fact that its employment and pay rolls 
kept pace with production over the two decades. (Auto- 
mobile production in 1940 was about 12 per cent higher 
than in 1923.) Indexes for key years were as follows: 


Year Production Employment Pay Rolls 

1923 105 104 104 

1929 139 115 116 

1932 36 63 40 

1940 118 113 125 


Along with the iron and steel products, the most im- 
portant durable goods areas are in nonferrous metals, 
stone, clay, and glass products, lumber and furniture. 
Of these, lumber has by far the widest fluctuations, al- 
though brick and tile, another component of the con- 
struction group, is not far behind. The indexes of 
employment and pay rolls in these industries are given 
belov?: 

Employment® 

(1923-25 average *100) 


Commodity 

1923 

1929 

1932 1 

1940 

Nonferrous metals. 

104.8 

mlBKm 

58.0 

114.1 

Lumber 

103.6 


31.7 

62.7 

Furniture 

98.1 


57.4 

91.2 

Brick, tile, etc 

100.6 

91.5 

31. 3^ 

61.2 

Glass 

103.4 

[ 100.9 

45.5 

117.6 


® U.S. Bureau of Foreign and Domestic Commerce, Survey of Current 
Business, Supp., 1942, pp. 40, 49. 

^ Low point 1933. 

Pay Rolls® 

(1923-25 average* 100) 


Nonferrous metals 

102.8 

115.3 

38.6 

117.3 

Lumber 

102.5 

90.7 

18.4 

57.9 

Furniture 

96.9 

114.0 

34.6 

81.0 

Brick, tile, etc 

98.1 

84.7 

15.0^ 

47,1 

Glass 

103.4 

100.9 

45.5 

117.6 


• U* S. Bureau of Foreign and Domestic Commerce, Survey of Current 
Business, Supp., 194a, pp, 40, 49. 

® Low point in 1933, 
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In the case of lumber and brick, we have a reflection 
in the manufacturing components of the out-of-line be- 
havior of the construction industry as compared with 
production in general. The peak year of 1929 for other 
industries was merely a continuation of several years of 
decline, reaching by 1933 a level that was less than one 
sixth of what it had been ten years before. The recovery 
was only enough to bring the industry by 1940 to one 
half of what it had been in the middle twenties. The 
behavior of the furniture index reflects the decline in 
housing construction after 1926, but as a consumer item 
with replacements due to changes in tastes, it was more 
stable than the construction lines. 

Among the durable goods industries we have an out- 
standing and special case in aircraft. In employment, 
which was 250 per cent higher in 1932 than in 19231 
the index increased to 32 times its 1923 level by 1940. 
Pay rolls likewise spurted from a base of lOO in 1923-25 
to an index of 3,399.7 for 1940. 

Nondurables 

The testimony of the combined indexes, that non- 
durable manufactures are less sensitive to cyclical 
changes than are the durables, is borne out in the records 
of individual industries. But not all the Industries fol- 
low the composite rate of increase and decline, or the 
timing of rise and fall in the composite index for non- 
durables. Some even follow a pattern not related to the 
general upswings and downturns. Using the same pro- 
cedure as was followed with specific durable goods in- 
dustries, an array showing the beha^dor of representative 
nondurables in significant years is given in the table on 
page 1 1 2. These single-industry indicators for produc- 
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tion, employment, and pay rolls may then serve as the 
basis for our discussion.” 


Production in Nondurables® 
{1935-39 average =» 100) 


Commodity 

1923 

1929 

1932 

1940 

Chemicals 

57 

89 

68 

114 

Meat packing 

123 

115 

108® 

125 

Shoes ; 

87 

89 

77 


Rayon 

10 

42 

46 

138 

Textile fabrics ! 

86 

101 

75 

111 

Apparel, wool consumption^ . . . 

111 

90 

67d 

110 

Rubber tires and inner tubes^. . 

93 

135 

77 

114 

Tobacco 

84 

96 

79 

109 

Sulphate pulp production^ 

15 

44 

48 

175 


® U. S. Bureau of Foreign and Domestic Commerce, Survey of Current 
Business^ Supp., 1942, pp. 8-10. 

^ Federal Reserve Index of Industrial Production^ October 1943, p. 65. 

« Low point, 60 in 1934. 

^ Lovv points, 86 in 1935; 94 in 1937. 


In the composite of nondurable manufactures are 
included producers’ lines of chemicals, pulp, textile 
yams and fabrics, as well as familiar consumer lines like 
foods and apparel.” Among these are new industries 
and processes, like rayon manufactures and sulphate pulp 
production, which have maintained their upward trend 
with little regard for the ups and downs of the rest of 
the economy. Between 1923 and the depression year of 
1933 the rayon industry increased thirteen-fold. During 
the same period the decline in beehive coke production 
was 97 per cent — ^practically a disappearance of the 
industry by 1 932 ; by 1 940 it had recovered only a small 

“ Detailed year to year data will be found in App., Table 5. 

composite index of producer^ nondurables maintained by the 
Federal Reserve Bank of New York contains the following components: 
cotton, wool, rayon and silkj commercial electricity (sales) 5 bituminous 
coal 5 cokej crude petroleum; gas consumption; leather production 5 paints 
varnishes and lacquers; newsprint, paper production; fertilizer consump- 
tion; grain marketings; cotton marketings. 
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fraction of its loss.^® In some industries, like tobacco, 
increased production has gone hand in hand with reduc- 
tion in the number of employees.^® 


Employment in Nondurables® 
(1935-39 average =* 100) 


Commodity 

1923 

1929 

5 1932 

1940 

Chemicals 

85.8 

88.6 

61.7 


Meat packing 


98.8 

; 82.4 

112.6 

Shoes 

109.3 

99.7 

87.1 

93.3 

Rayon 

27.9 

78.2 

1 68.6 : 

99.1 

Textile fabrics 

111.7 

i 105.2 

: 76.2 ! 

98.1 

Wearing apparel 

85.2 

91.6 


94.3 

Rubber tires 

132.5 

149.2 

1 81.1 

97.7 

Tobacco 

161.2 

128.0 

mm 

97.5 


® U. S. Bureau of Labor Statistics data, based on 1923 - 25 ; recomputed to 
1935-39=100. 


The nondurable lines of chemicals, textile fabrics, and 
rubber, followed the general industrial pattern to the 
decline of employment in 1932. Whereas chemicals 
bounced back to new high ground shortly thereafter, 
the output in textiles and rubber goods did not increase 
sulEciently to bring employment and pay rolls up to 
1923 levels. Woolen yarn, a component of the textile 
group, had lower production in 1940 than in 1923.“ 
Employment and pay rolls in the shoe industry were 
lower in 1940 than in 1923, though production had 
increased. 

In the previous chapter on the experience with an- 
nual-wage plans, it was noted that two outstancKngly 

” Federal Reserve Index of Industritd Production, October 1943 , 
P-94- 

“In this case, machine methods have multiplied output in cigarette 
manufacture, while cigars, with their greater unit labor cost, have 
declined in both production and employment. 

” For woolen yam index of production, see Federal Reserve Index af 
Indmtriai Production^ October 1943 , p. 
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successful experiments in wage stabilization were those 
of Hormel in meat packing and Nunn-Bush in shoes. 
It is of interest, on that score, that of the industries for 
which we have systematic production data, meat packing 
and shoes have been among the least sensitive to cyclical 
fluctuation. The drop in prices and pay rolls in 1932, 
which swept across all industry, affected these industries 

Pay Rolls* 

( 1 935-39 average = 100) 


Commodity 

1923 

1929 

1932 

1940 

Chemicals 

80.5 

94.9 

51.1 

133.1 

Meat packing 

104.7 

103.6 

67.1 

118.3 

Shoes 

141.9 

126.1 

76.9 

93.5 

Rayon 

33.3 

80.4 

53.4 

116.9 

Textile fabrics 

132.6 

124.3 

63.0 

102.9 

Wearing apparel 

114.4 

120.2 

62.0 

98.6 

Rubber tires 

128.3 

150.1 

54.6 

109.5 

Tobacco 

182.6 

143.5 

84.6 

108.4 


* U. S. Bureau of Labor Statistics data, based on 1923-25; recomputed to 
i93S~39='ioo- 


as well. But, so far as physical production is concerned, 
the impact of the business cycle upon them is of minor 
import. The production of shoes for the year 1933 was 
less than 4 per cent below 1929, and it was 14 per cent 
higher than in 193O} in 1935, shoe production was above 
the level of any previous year. In meat packing the live- 
stock situation is more derisive than the cyclical position. 
The meat index was higher for the generally depressed 
year of 1933 than it was for the boom year of 1929. 
Moreover, the baimer industrial year of 1937 was next 
to the lowest year in two decades for the meat-packing 
industry. (See table, page 115.) 

In pork and lard the diversions of production trend 
from the general business trend are even more striking. 
While the index of pork and lard production stood at 
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Production op Meat, Shoes, and Soap* 
(1935-39=100) 


Year 1 

Meat Packing | 

Shoes 

Soap^ 

1919 

110 1 

82 


1920 

99 

78 


1921 

97 

71 


1922 

106 

80 


1923 

123 

87 


1924 

121 

77 


1925 

no 

80 


1926 

112 

80 


1927 

113 

85 


1928 

116 

85 


1929 

115 

89 


1930 

109 

75 


1931 

111 

78 


1932.... 

108 

77 


1933 

119 

86 


1934 

122 

88 


1935 

86 

95 

91.7 

1936 

105 

102 

100.0 

1937 

94 

102 

96.0 

1938 

103 

96 

102.6 

1939 

112 

105 

109.7 

1940 

125 

100 

105.3 


* Federal Reserve Index of Industrial Production. October 1943, pp. 7 ?j 74- 
Computed from quarterly data on pounds of soap produced, furnished 
by the Association of American Soap and Glycerine Producers, Inc*, begin- 
ning with 1935. A standard index of production on soaps and fats is not 
available. Federal Reserve Board*s production index on soap starts mtn 

1939, which it stood at iii, estimated on I935’“39 average =100. For 

1940, it was 1 13. The highest and lowest months varied about 6 per cent from 
the yearns average. 


133 and 143 for the years 1932 and 1933, respectively, 
it dropped to 75 in the drought year of 1935, and to 90 
in the year 1937. We can see, therefore, that the appear- 
ance of stability in the general index for meat packing 
and slaughtering is the resultant of a combination of 
special conditions, which the diversification of production 
in the industry as a whole helps to iron out. 








Employment in Manufactures, 1932-39^ 

IL Employment and Hourly Earnings 
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It will be recalled that the stabilization program of 
the Procter and Gamble Company, covering its soap 
plants, provides for continuity of employment but makes 
no commitments as to annual wages. Systematic data on 
physical output are available for the soap industry only 
from 1935. In that short series it may be noted (table on 
page 1 15) that the general business depression of 1938 
had no apparent effect on the output of soap. On the other 
hand, a series on the dollar sales, going back to 1921, 
indicates that the product has been subject to marked fluc- 
tuations in price, with a drop of more than 35 per cent in 
dollar value of sales between I929and 1933, and astable 
dollar value over the later years of the thirties.^' Under 
these circumstances it may be seen that the soap com- 
panies, as in the case of the Nunn-Bush Shoe Company, 
might distinguish between stability of the dollar totals 
of pay roll and stability of employment. 

Producer^ N ondurables. In dealing vith the like- 
nessK and contrasts in cyclical behavior among manu- 
factures, we have made a distinction between durables 
and nondurables. Within this classification, the distinc- 
tion between producers’ and consumers’ goods must be 
recognized. The chart on pages 116-17, which shows the 
behavior curves in the areas under discussion, indicates 
that in durable manufactures, consumer lines follow the 
producer lines very closely, both as to intensity and tim- 
ing of fluctuations. 

In the case of the nondurable lines, however, we find 
not only a greater fluctuation of producers’ goods as com- 
pared with consumers’, but also some notable differences 
in the timing of the changes. For example, a cycle could 
be constructed for producers’ durable goods with a high 

^ See Standard & Poor^Ss Industry Surveys^ Soaps md Vegetable OUs^ 
March i, 1946, p, Sa-s. 
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point in midyear of 1933 and a low point in the fail of 
1934, and with a rise from there to the end of 1936. 
Consumers’ nondurable goods show a recession in the 
midyear of 1935 which the producers’ lines largely es- 
caped. The turning point in 1936 for nondurabies is 
earlier by several months than the turning point in dur- 
ables, which continued upward to the fall of 1937. An 
employment guarantee based on the expectation of a rise 
from the levels of 1933 would have been less tenable in 
the case of producers’ nondurables than it would have 
been either for consumers’ goods or for producers’ 
durable goods. 

As we go over the cyclical movements of one industry 
after another, it becomes patent that each separate line 
has spedal characteristics. On the one hand, it is more 
or less sensitive to the behavior of related lines of busi- 
ness from which it may draw its supplies or customers. 
To that extent it is not a free agent in determining its 
individual future. On the other hand, each industry 
differs from others in the way that it is affected by 
changes in the weather, tastes, technology, industrial 
disputes, etc. To that extent its own pattern of produc- 
tion and employment may differ from that of otherwise 
closely related industrial sectors. 

SEASONAL VARIATIONS 

It has already been pointed out that in the manufac- 
ture of durable goods, seasonal variations play a less 
important role than in nondurables. 

Durables. In durables one seasonal pattern may read- 
ily give way to a different one as general business con- 
ditions go up or down. In the key durable goods line of 
pig iron production, the volume fluctuated in 1939 
tween 95 and 105 per cent of the yearly average. This 
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is shown by the figures that are given below 

Jan. Feb. Mar. Apr. May June July Au^. Sept. Oct. Nov. Dec. 

95 99 105 105 105 101 9S 99 98 100 100 95 

The pattern for 1940 was the same. (After December 
1940, the seasonal pattern disappeared.) 

To take another basic line of producers’ durables, the 
seasonal pattern for machinery computed for the year 
1939 is as follows:” 

Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 

97 100 102 102 102 101 97 98 98 102 100 101 

The first half of 1940 followed the same pattern as 
1939, and thereafter the seasonal factor was negligible. 

We have a difiFerent situation from the above in the 
automotive industry. As a consumer product, with year- 
to-year changes in model, it follows a year-round pattern 
in which production is concentrated from October to 
April and tapers off during the late spring and summer. 
After the adoption in 1935 of the policy of introducing 
the new models in the late fall, peak demand was di- 
vided. The peak demand within the year, coupled with 
an industry policy for the advance building of sub- 
assemblies, has had a moderating effect on the ups and 
downs in employment.’* The industry is still amenable, 
however, to the marked preference of the public for 
purchasing cars in the spring. 

Automotive employment and pay rolls have a broader 
seasonal range than does production. The month-to- 

^ Federal Reserve Index of Industrial Production, October 1943, 
p. 20. 

“The same. 

“ According to data submitted by the Automobile Manufactures Asso- 
ciation in December 1936 (Andrew T. Court, Research Director), the 
inaease of steady jobs was from 51 per cent of total jobs in 1933-34 
and 56 per cent in 1934-3S) to 69 per cent in 1935-36. 
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month record for employment and pay rolls (i935“39 
average = lOo) is as follows:*® 

Jan. Feb. Mar. Apr. Map June Julv Ang. Sept. Oct. JCov. Dec. 
Employment: 

. 108 107 106 104 95 94 78 72 101 110 105 121 

Pay Rolls: 

104 100 99 102 90 91 75 77 105 116 109 131 

The percentage of established workers or of workers of 
given skills varies with different times of the year and 
at successive stages of the production process. For the 
year 1939, the number of wage earners employed on 
automobiles, bodies, and parts fluctuated from 292,000 
in the low month to 485,000 in the high. This meant that 
employment in the low month was roughly 60 per cent 
of employment in the high month. 

Lumber froduction, dependent on the seasonal opera- 
tions in logging, shows greater seasonal fluctuation than 
pig iron production and machinery. But it is not subject 
to as marked a seasonal demand as automobile produc- 
tion. The computed seasonal pattern for lumber as given 
for 1939 is as follow’s 

Jan. Feb. Mar. Apr. May June July Aug. Sept. OcL Nov. Dec. 
87 87 95 100 107 108 107 109 110 107 97 88 

At the low point in January and Februarj’, lumber was 
about 13 per cent below the yearly average, while in 
September it was between lo and 1 1 per cent above the 
average. That spread seems relatively insignificant, as 
compared with the year-to-year fluctuations to which 
lumber production has been subject. 

Nondurables. It is in the nondurables that the seasonal 

“Derived from data in U.S. Bureau of Foreign and Domestic Com- 
merce, Surrey of Current Business^ Supp., i94^> PP* 49* 

federal Reserve Index of Industrial froduction^ October i943j P* 
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factor is often found to be more pronounced than are 
the year-to-year changes. In the major nondurable lines 
the available data show that seasonal lows and highs do 
not vary by more than lO per cent from the yearly aver- 
age. This general statement is true of woolen goods gen- 
erally, raw and semiprocessed leathers, paper, paints, 
gasoline, soap, cigarettes, and even fuel oil. But the ex- 
ceptions are numerous and important in their need of 
extra help in certain months. 

In the group of manufactured foods, we have a stable 
base in wheat flour j only the figure for September 
deviates as much as lO per cent from the monthly 
average for flour manufacture. Dairy products have a 
contrasting behavior. Cheese production varies from 70 
per cent of the yearly average in December to more than 
150 per cent in June. An even more exaggerated pat- 
tern, as may be expected, applies to ice cream, where the 
January figures are 50 per cent of the yearly average, 
and July is 167 per cent of the average. 

Processed fruits and vegetables, following the grow- 
ing season, range from a low of 59 in January to around 
220 in September. But this over-all figure obviously 
hides even greater extremes in respect to individual 
fruits and vegetables, some of which are processed in 
only a single month of the year. If one were seeking the 
line of nondurable manufactures with the widest varia- 
tion, he should probably find it in the case of distilled 
spirits, production of which hit a low of about 47 in mid- 
summer and a high of 260 in the fall. 

Though the apparel industry is precarious because of 
changes in feshions, the consumption of apparel wool 
varied only from a low of 94 to a high of 108 in the 
year 1939. It is in the demarcation of styles and crafts 
in the final consumer product, that the seasonal dispari- 
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ties widen. They show up especially in pay-roll varia- 
tions. The monthly variations in employment and pay 
rolls for wearing apparel, are indicated below 

Jan. Feb. Mar. Apr, May June July Aug. Sept. Oct. Nov. Dec. 
Employment: 

96 104 107 103 97 94 92 102 104 104 99 97 

Pay rolls: 

92 109 117 99 92 90 87 108 IG! lOS 98 99 

Coal production is among the highly seasonal indus- 
tries, with many of the mines operating less than 200 
days in the year. The total production figures hide ex- 
treme differences in operation between one mine and 
another, depending on the character of the coal or the 
market within reach. Moreover, coal production as a 
whole has much sharper variations from a low to a high 
month in a dull production year than in a high production 
year. For the year 1939, as an example, the Federal Re- 
serve Board monthly index of bituminous coal produc- 
tion shows a range from 31 per cent’ of the monthly 
average in April to 138 per cent in October. Yet in the 
revision of October 1943, the Board’s seasonal adjust- 
ment factors for bituminous coal range only from a low 

of 84 per cent in April to a high of 1 17 per cent in Feb- 

22 

ruary. 

A few of the more representative seasonal adjustment 
factors as worked out by the Federal Reserve Board are 
given in the table on page 124. 

As one goes over the entire list of manufactures for 
which seasonal adjustment factors have been systemati- 
cally worked out, it would appear that for industry in 

”U. S. Bureau of Foreign and Domestic Commerce, Survey of Cur- 
rent Business^ Supp,, i94i> PP« 4i“5o- 

Federal Reserve Index of Industrial Production, October 1943, pp. 
as, 99. 
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general, the seasonal factor is a manageable element in 
the sense that the month-to-month deviations in volume 
of production, considered apart from cyclical behavior, 
are within limits that would permit an averaging of 


Seasonal Factors for Specified Industries, 1939 » 



Jan. 

Feb 

Mar. 

Apr 

‘May 

June 1 July 

Aug 

Sept 

Oct. 

Nov. 

Dec. 

Machinery. . 

97 

100 

102 

102 

102 

101 

97 

98 

98 

102 

100 

101 

Pig Iron 

97 

99 

1G5 

105 

105 

101 

9S 

99 

98 

100 

100 

95 

Autonobiies. .. 

103 

1Q3 

106 

109 

98 

94 

76 

75 

08 

114 

114 

no 

Lumber 

87 

S7 

95 

100 

107 

108 

107 

109 

no 

107 

97 

88 

Cement . . . 
Apparel wool 

S3 

57 

79 

99 

116 

120 

120 

119 

120 

120 

108 

89 

consumption. . 

98 

ICS 

101 

94 

100 

100 

95 

104 

100 

96 

101 

103 

?'hoes 

96 

ICS 

111 

101 

98 

90 

101 

113 

109 

99 

89 

85 

Wheat flour . . 

101 

99 

97 

94 

92 

94 

99 

101 

ns 

108 

103 

97 

Cheese 

72 

7$ 

86 

101 

134 

153 

12S 

112 

101 

91 

75 

69 

Ice Cream. . . . 

50 

60 

77 

96 

136 

153 

167 

159 

108 

75 

60 

54 

Pork and lard. | 

130 

! 100 1 

93 

1 92 

100 

97 

90 

75' 

80 

94 

117 

132 

Beef ] 

Processed fruit] 

100 

i 

"1 

93 

100 

98 

101 

101 

112 

109 

! 105 

100 

and vegetables 
DiiUIIed spirits 

59 ’ 

56 

59 1 

65 

67 

I 88 

123 

202 

216 

125 

1 75 

65 

63 

60 

65 

60 i 

60 

; 59 

47 

48 

137 

265 

210 

124 

Cigarettes 

99 j 

94 

93 ; 

93 1 

104 

no 

112 

98” 

105 

107 

99 

95 

89 

Newsprint 

100 ! 

99 

100 ! 

t02 1 

101 

101 

97 

100 

100 

102 

I 100 

Gasoline 

96 

97 i 

95 j 

99 1 

100 

i 102 1 

103’ 

103 

103 

103 

101 

98 

Soap 

Bituminous 

98 

09 

100 j 

98 1 

i 

97 

; 98 1 

99' 

fr 

101 

104 

105 

101 

100 

coal 

111 

117 i 

96 

84 { 

85 

86 1 

98' 

92 

104 

112 

114 

111 

Anthracite. . . 

116 ^ 

no ! 

103 1 

107 

1 1 

110 

92 I 

78 

74 

96 

106 

102 

106 


• Federal JiEserst Index of Froduction^ October 1943, pp. 21-23. 


weekly or monthly wages. There are obvious exceptions, 
like the processing of perishable crops, which require 
temporary help for a short run. 

SEASONAL VARIATION AND TOTAL HOURS WORKED 
In connection with the problem of seasonal variation, 
the distinction should be made between seasonal regu- 
larity and year-to-year stability. It is possible for an 
industry to show little seasonal variation from month to 
month and yet have chronic unemployment, as has for 
many years been characteristic of the coal industry or 
the printing industry. G)ntrariwise, an industry with a 
decided seasonal pattern may, nevertheless, provide a 
substantial number of hours of work year after year (or 
may permit work of another kind to dovetail neatly 
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with the oflF hours in the given industry). The chart be- 
low illustrates this distinction. 

In the year 1939 the low month in printing and pub- 
lishing was only 5 per cent below the high month in 
employment — a variation of only 17,000 among a labor 

Fluctuation in Employment Compared with Average 
Hours Worked Per Year, 1939^ 



* For data see App. Table 8, p. 259. 

force of 339,000. Yet the average number of hours 
worked annually — ^between 1,380 and 1,390 — ^was al- 
most the same as the average total hours of employment 
in the automotive industry, where the low month was 
only 60 per cent of the high month. To take a related 
example, the apparel and the chemical industries showed 
approximately the same variation between low and high 
months. While the apparel industry furnished an aver- 
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age of only 1,3 80 hours of work per year, the average for 
the chemical industries was close to 1,800 hours of work 
per year. 

These variations serve to point up the fact that month- 
to-month variations must be considered together with 
total yearly hours in determining the capacity of indus- 
try to make year-round commitments. 

WAGES VERSUS SALARY TRENDS 

The assumption that salaried workers generally enjoy 
steadier earnings and employment than do the wage 
earners, is due largely to the nature of the service fields 
in which salaried workers predominate. When wages and 
salaries are compared within the same industrial area, 
the differences in the movement of employment and 
pay rolls between salaried and wage w'orkers are less 
marked. Data are available for comparing the employ- 
ment and pay rolls of wage earners and salaried workers 
separately in manufactures over the period 1929-39 
inclusive. Taking the first and last years of this period, 
along with the intermediate low and high points of 
I932"37 j respectively, aggregate salaries compared with 
aggregate wages for the bulk of manufactures as fol- 
lows:®® 


Salaries 1929 1932 1937 1939 

Millions of dollars .... 4,864 2,938 4,159 4,075 

Per cent of 1929 100 57 85 84 

Wages 

Millions of dollars .... 10,871 4,597 10,113 9,244 

Per cent of 1929 100 45 97 85 


It will be noted that salaries did not drop in 1932 as 
precipitously as did wages, but neither did they come 
back in 1937 to the extent that wages did. Salaried work- 
ers wound up at the end of the period with a slightly 
smaller percentage of the 1929 total pay roll than did 

** For the detailed year-to-year data on a 2 lines of manufacturing and 
mining the reader is referred to App., Table 5, pp. 254-55. 
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the wage earners. For the wage earners, the average 
yearly pay roll during the eleven-year period was 71.2 
per cent of the aggregate for the peak year of 1 929. For 
the salaried workers, the yearly average during the 
period would be about 77 per cent of the 1929 pay roll. 

Ih respect to employment, we get a somewhat similar 
situation. The number of wage earners for manufactures 
dropped from 8.3 millions in 1929 to 5.2 millions in 
1932 — a loss of roughly 40 per cent. By 1937, employ- 
ment rose to 8.5 millions. In 1939, it was just under 8 
millions — ^that figure being about 4 per cent under the 
corresponding 1929 total. In the case of salaried em- 
ployees, their low point in 1933 was a loss in numbers 
from 1929 of about 30 per cent. Their comeback from 
1.3 million in 1933 to 1.8 million in 1939 put the em- 
ployment for salaried workers, like wage earners, at 
4 per cent under the 1929 figure. We get approximately 
the same ratio of salaried workers to wage earners over 
the eleven-year period, except that both the decline and 
the comeback in numbers and pay rolls are sharper in 
the wage-earner group than in the salary group. What 
we are unable to compare from these totals is the rate 
of labor turnover, whether due to marriages of female 
workers, or changes of occupation j obviously they do not 
show up in net totals. 

POSTWAR READJUSTMENT 

In the preTUous chapter, dealing with the wage se- 
curity plans adopted by representative companies, we 
saw the importance of timing — of starting from a level 
of commitments that can be maintained or bettered. 
What is a reasonable norm for employment and pay 
rolls can be known only as the peacetime bases for indi- 
vidual lines of industry are more firmly established. 

Industrial production doubled within the three years 
following the early stages of the defense program in 
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1940. Nonagricultural employment in general, went up 
by about 30 per cent, and fectory employment by nearly 
70 per cent, while factory pay rolls trebled. From the 
wartime peak of late 1 943 the index of physical produc- 
tion had dropped by nearly a third during the six months 
following the end of the war. But the decline was con- 
centrated in munitions, transportation equipment, and 
machinery. 

The change in the level of industrial production dur- 
ing the year following the German surrender, varied all 
the way from a fall of 90 per cent in aircraft engines, 
78 per cent in private shipbuilding, and 74 per cent in 
aluminum products, to practically no change in wheat 
flour, paper, and manufactured dairy products; and with 
typical increases of 4 per cent in fertilizer, 5 per cent in 
glass containers, 16 per cent in distilled liquors. Mean- 
while, residential construction was increased tenfold be- 
tween the mid-years of 1944 and 1946.®* 

Whatever may be taken as the first normal postwar 
year will probably be considerably higher at production, 
pay-roll, and employment levels than those of the last 
prewar year. Present indicators point to an order of 
magnitude for a first “normal” year about 40 per cent 
above the 1940 levels. But the process of attaining some- 
thing like a peacetime equilibrium involves the resolving 
of currently disruptive factors such as scarcities due to 
work stoppages; imbalances in the structure of prices; 
a sharp general rise in the cost of living from wartime 
levels; and the state of uncertainty that is reflected in 
the spotty character of inventories and capital invest- 
ments and consumer demand. These are not presently 
capable of statistical measurement. 

* U. S. Bureau of Foreign and Domestic Commerce, Survey of Current 
Business, April 1946, p. 6. Also current indexes in Federal Reserve bul- 
letins* 
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recapitulation— THE PATTERN IN RELATION TO 
EMPLOYMENT SECURITY 

The background data that have been reviewed in this 
chapter lead to some general observations that have a 
bearing on our later consideration of the economic 
effects of expanded annual-wage guarantees. 

The general rise in production and employment that 
has gone with the increase in population, its urbaniza- 
tion, and its adaptation to technological changes, has 
been the result of advances in some areas of our economic 
life and declines in others. Improvements in methods of 
production may enable an industry to increase output, 
and at the same time release workers to other fields. This 
was notably the case in agriculture. 

A rise in production in one industry may have its 
profoundest effect on employment outside of the given 
industry. It is significant that a 30 per cent rise in indus- 
trial production during the upswing of 1923 to 1929, 
had relatively little effect on employment or pay rolls 
in lines of manufacture that notably increased their out- 
put. The effect was felt in the development of new high- 
ways; in the multiplication of dealer agencies, and of re- 
pair shops for electrical and other mechanized equip- 
ment; the opening of additional restaurants, amuse- 
ments, filling stations, and neighborhood activities for 
which the new product developments in industry pro- 
vided the stimulus and the means. 

The additional raw materials and distributive services 
that accompany a marked increase of industrial produc- 
tion undoubtedly help to create those additional de- 
mands which serve to absorb the increased output of 
industry. Indeed, in an improving economy it requires 
continuing increase in output of industrial production to 
maintain the workers that are already attached to the in- 
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dustryj just as it takes increasing demand on the part of 
those in extractive, distributive, and service lines to 
maintain the levels of employment in manufactures. By 
the same token, the changes in consumer preferences 
which inevitably accompany a net rise in the standard of 
living, must be met by corresponding shifts of employ- 
ment from the areas of declining demand to the areas of 
increasing demand. The creation of a new rayon industry 
is possible only if it can draw talent, capital, and man- 
power from other areas of industry. 

The rise in industrial production in the twenties with- 
out appreciable increases in employment and pay rolls, 
reflects the large part played by the introduction of new 
and improved capital equipment into the production 
process. During the recession of the thirties, when the 
influence of investment in new capital equipment was 
diminished, the basic working crews of employment were 
not reduced in proportion to the fall in volume of out- 
put. But the reductions in pay rolls were drastic — even 
sharper than the fall in output. The pay-roll reductions 
represented a combined effect of fewer workers em- 
ployed, fewer hours of work available to those retained, 
some lowering of wage rates, and the retention of em- 
ployees with greater average efficiency than during the 
boom. 

In the recovery of the 1930’s, pay rolls rebounded 
more rapidly than did employment. The pay roll in- 
creases reflect the return of better wage rates. They also 
represent a rise in real income so far as there was a 
general reduction in the number of hours per full-time 
week and a drop in the cost of living during the 1930’s. 

The available employment data giving the rise and 
fall in the number on the pay roll at a given time do not 
accurately reflect the position of those who are regarded 
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as regular employees. During the boom, extra hands are 
taken on who may take advantage of the temporary 
opportunities. Nearly 100 per cent of these may lose 
their jobs in the recession, while the bulk of the regulars 
are retained. The problem of the annual wage may thus 
become in eflFect a question of the extent to which such 
extra employees should become permanently attached 
in the given company or industry. By the same token, 
the guarantee of annual wages to those with senioiity 
would have little effect on the permanent attachment 
of the extra hands. If, on the other hand, the extra hands 
were to be guaranteed a share in total pay rolls, the effect 
of such commitments will be felt — and they will be con- 
sidered in a later chapter — on the movement of workers 
from declining to advancing lines of industry; on the 
average earnings of all those attached to the industry 
under guarantees; on the flexibility of wage rates and 
community prices, and the expansibility of the market 
for the product. 

There is a sympathy of movement in the main series 
of production, employment, and pay rolls over the bulk 
of the economy. We have seen, however, that the sur- 
face correspondence to these over-all movements tends 
to sublimate marked differences in behavior between 
industries and between sub-areas of major industries. 
There is in general a more marked cyclical fluctuation 
in durable manufactures, construction, and mining, than 
in the less durable and hence the less deferable lines. But 
within this general classification of durables or non- 
durables there can be a marked difference in behavior as 
between producers’ lines and consumers’ lines; also be- 
tween those subject to changes in fashion, and the 
weather, and those that represent relatively stable de- 
mand in the kind and in the amount of goods desired. 
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In the examination of those lines that have come to 
the fore as areas of successful arrangements for employ- 
ment and wage guarantees, the year-to-year stability 
of demand has been striking. Yet even there considering 
the differences in the pattern of individual firms in their 
choice and combinations of specialties, it might be diflS- 
cult for competing worker groups or managements to 
accept uniformity in their respective guarantee patterns. 

For industry by and large, seasonal variation is a 
more manageable factor than year-to-year changes. The 
recurrence of the seasonal factor makes the differences 
in employment calculable and subject to an averaging 
of pay rolls over the year. Indeed, it is not uncommon for 
industries with high seasonal factors to achieve a sub- 
stantial and steady number of annual hours of employ- 
ment year after year, when cyclical disturbances do not 
enter. The changes in consumer tastes within a given 
year are not likely to be appreciable except in fashion 
items, where the added gains for those who guess right 
are offset by the losses of those whose guesses prove 
wrong. But to encompass the extreme cases of cyclical 
fluctuation would seem to require the building up of 
withholdings or reserves from the pay-roll totals over 
a number of years to take care of a sudden halt in the 
demand for the affected lines, particularly of the dur- 
able and deferable type. 

The background laid in this chapter has dealt mainly 
with changes in totals of manpower, output, employ- 
ment, and pay rolls. The data tend to bear out and 
emphasize the fact that ours is an economy of changing 
preferences and shifting demands for goods, which have 
their counterpart in the fluctuations of employment and 
pay rolls. The rise of some industries has its counterpart 
in the decline and displacement of others. Periods of high 
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protection and employment have been characterized by 
heavy turnover, as expanding industry competes for 
labor. 

In the year-to-year records, we see that free choices 
of consumers and of producers who have to estimate 
their needs, do not result in symmetrical operation of the 
economy. When consumers, for example, have moved 
heavily into the purchase of houses and automobiles, and 
other durable goods, they have committed themselves 
to instalments and upkeep charges which must eventu- 
ally react in foregoing what were formerly normal re- 
quirements for other goods, including staples like cloth- 
ing or traditional semces. Adjustments to these changes 
in distribution of individual incomes have their parallel 
in the distribution of business incomes which may move 
heavily into fixed capital equipment at one time and 
then may halt as capacity overrides demand or as the 
need for current inventory may reduce the ability to 
continue the rate of capital investment. 

It may be possible by fiat or voluntary discipline to 
reduce the freedom of choice in the use of the con- 
sumers’ dollar or the producers’ dollar so as to slow 
down the dynamics of the econorqy that have been re- 
vealed in the data presented in this chapter. A con- 
sciousness of the social impact of the economic changes 
upon individual families has already led to ameliorative 
measures, like unemployment compensation, which do 
not directly attack the problem of economic freedom of 
choice. How far do we wish to go in remodeling our 
society to limit competition and freedom of demand 
preference, to achieve that greater symmetry? This is 
a subject for later discussion. 



PART II 


THE IMPLICATIONS OF INDUSTRY- 
WIDE GUARANTEES 

With the background supplied by the description of 
recent economic behavior in the preceding chapter, we 
now return to the questions posed at the end of Chap- 
ter III. 

To what extent would the experience of individual 
firms that have met annual-wage commitments carry 
over into a generalized adoption of the aimual-wage 
guarantee? What effects may be expected on business 
policy and on the structure of our economy if industries 
generally are pledged to guarantee an annual wage? 

The timeliness of exploring the question in terms of 
industry-wide application does not arise solely from the 
form in which the issue was raised before the National 
War Labor Board in the CIO Steelworkers’ brief, nor 
even from the specific instances of other large industrial 
unions, like the United Packinghouse Workers and the 
United Automobile Workers, including the annual wage 
in their postwar collective-bargaining demands. The 
very growth of the industrial union to its present stature 
has impelled the formulation of collective bargaining 
policies by labor on an industry-wide front. A current 
round of negotiations may start in the automobile indus- 
try with the Chrysler Company} or in the packinghouse 
field with Cudahy Company} or in steel with the United 
States Steel Corporation. But these key companies are 
selected for strategic convenience, in setting the pattern 
of negotiations for the industry. Once the pattern has 


*35 
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been set with a representative firm, it is to be expected 
that the model will be followed in negotiations with the 
other companies of the industry. 

The action of President Truman in the steel strike in 
February 1946, proposing a general wage increase of 
18^ cents per hour for steel workers with an ensuing 
increase of $5.00 per ton in the price of steel, was official 
recognition at the highest level that collective bargain- 
ing decisions in key industries will inevitably cut across 
the whole of the industry and will influence the actions 
of sister industries. 

From the management standpoint, it may likewise be 
assumed that no representative member of an industry 
is apt to agree to any employment or wage guarantee that 
puts an appreciable burden upon its overhead if com- 
petitors are to be exempt from similar obligations. It 
seems inevitable that companies making substantial con- 
cessions in the way of an annual wage in union negotia- 
tions will expect the same concessions to apply generally. 

To these tendencies toward common treatment in 
management-union negotiations may be added a third 
factor tending to enlarge the sphere of influence. A firm, 
or even an industry, is not the arbiter of its own destiny 
as regards profits and deficits. Decisive impacts upon a 
given business are made by suppliers and by customers. 
Firms and industries that are highly sensitive to changes 
in consumer demands or in the supply and price of the 
raw materials with which they work must Anew their 
own capacity to offer guarantees in relation to the guar- 
antees that can be made to them — ^guarantees of con- 
tinuing orders, of freedom from stoppages in labor or 
materials, of stability in gross receipts and profits. 

Bearing these factors in mind, we may logically con- 
sider the implications of industry-wide guarantees in the 
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following order. First, some thought will be given to the 
new economic framework that may be expected to devel- 
op between the management group and the labor group, 
if they are joined in an agreement for the guarantee of 
annual wages to the employees of the industry. We may 
next proceed to speculate on how the business policy of a 
firm or industry may be adjusted to implement the an- 
nual-wage agreement. The cumulative effect of these 
company policies in modifying the structure of our econ- 
omy will then be visualized. Since far-reaching adjust- 
ments suggest themselves as necessary to support the 
stabilization of production, employment, and consump- 
tion, which is contemplated with widespread wage guar- 
antees, the entry of the government in a supporting role 
must therefore be expected to figure prominently in any 
general plan. When these possibilities have been re- 
viewed, we shall be ready for a recapitulation of the 
factors entering into a judgment of the guaranteed an- 
nual wage as a means to economic security. 



CHAPTER V 


THE MANAGEMENT-LABOR 
RELATIONSHIP 

What new factors of mutual responsibility and admin- 
istrative control may be expected to emerge in the event 
that industry-wide agreements are made for the guar- 
antee of an annual wage? 

We have no adequate precedent for the operation of 
an annual-wage plan covering the bulk employment of 
an industry, or even a major fraction thereof. The Cleve- 
land plan could be dted as representing concerted action 
of an assodation of employers with the International 
Ladies Garment Workers Union. But the area of juris- 
diction was limited} and with the rest of the industry 
competing without guarantees, the Cleveland plan re- 
sulted in an exodus of firms to other areas. This con- 
tributed to the abandonment of the experiment. There 
is no precedent for our purpose in the master annual- 
wage agreements made by unions in certain highly skilled 
crafts, exclusively for their membership, regardless of 
the plants or firms in which the members were located. 
Those cases involve only a fraction of all plant person- 
nel} and there is often competition among employers 
to hold such basic-crew employees. Hence the situation 
they create is hardly analogous to the problem of guar- 
anteeing pay rolls for employees in general. Likewise, 
the plans Initiated by individual packers, distributors, 
or manufacturers are individual programs, which are not 
related to parallel competitive actirity by the other 
members of the industry. 

* 3 « 
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Some attention needs to be given, therefore, to the 
special considerations that emerge in the management- 
labor relationship when the employment pattern and 
the competitive conditions of an entire industry under 
guarantee are to be visualized. Among the problems that 
will take on enlarged significance are the comprehensive- 
ness of the coverage, the rigidity of the guarantees, the 
authority for modification, the difFerentials among firms 
and labor locals, the mobility of the guaranteed working 
force, and the general issue of concerted action by com- 
peting firms and labor groups. 

COMPREHENSIVENESS OF THE COVERAGE 

Under an annual-wage plan offered independently by 
the single firm, the risks and advantages of the commit- 
ment were typically for the management to determine 
in the first instance and usually for the management to 
modify as changing business conditions dictated. Subse- 
quent unionization of the plant might give added for- 
mality to the commitment, but the terms remained es- 
sentially those construed by the management as feasible 
for the protection of all concerned. Mutual interest was 
focused on the company as the common source of income 
for employer and employees. The attitude or reaction of 
competing firms was not a determining influence. The 
effect of the labor policy of the company on general 
employment did not need to enter into the calculations. 

As to the annual-wage agreements signed with craft 
unions which represent special skills, they have had 
little bearing on policies respecting the whole labor 
force. Since they accounted for a negligible fraction of 
the total pay roll in their respective plants, the craft 
members could frankly bargain for all the traffic would 
bearj their pay constituted no threat to the financial 
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position of the company or to the general employment 
situation. 

When the initiative is assumed by a national labor 
organization on behalf of the bulk of the workers in 
the industry, however, the objectives must be broadened. 
Complete autonomy for the individual company, or in- 
dependent pursuit of immediate self-interest on the part 
of labor subgroups, must jdeld ground to the considera- 
tion of the factors governing employment over the whole 
industry. Guarantees for industry-wide application must 
embrace the less efficient and less profitable companies, 
as well as those that are more efficient or more fortu- 
nately situated. 

The national labor organization seeking an annual 
wage for the industry will have in mind the terms where- 
by maamum security for the bulk of the membership 
may be achieved, unless the old guard is in control 
and makes seniority the overriding consideration. If 
the union is responsible for half a million members, it 
can ill afford to make agreements that will leave ioo,ocX) 
outside the blanket of guarantees. On the other hand, 
coverage of the total membership under annual guaran- 
tees could involve spreading the work so thin that little 
would be accomplished in the way of full-time wages. 
Hence, in striving for the most favorable terms for the 
largest percentage of its membership, the union would 
need to have an idea of the total production that indus- 
try might be expected to achieve. That estimate of the 
total would have to be converted into the equivalent 
man-hours of employment that the industry could sup- 
port. Only as it made such a forecast of the total pro- 
duction of the industry, could the union know how far 
ite demands could rrasonably be pushed for the maxi- 
mum protection of its rank and file. 
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On the side of the firms joining in an annual-wage 
agreement, the individual management would consider 
not only what it expected to produce during the life of 
the agreement, it would also be interested in the total 
to which its competitors had committed themselves. On 
a standard product, the volume of production contem- 
plated for the whole industry must influence the size 
of the share that any particular firm can expect to ob- 
tain. The problem of the share of each firm in the prod- 
uct of the industry may not be acute when business ac- 
tivity is high. But if wages must be kept up when orders 
slacken, each firm will naturally insist that in the com- 
petition for orders to justify the pay roll it will not have 
to carry a more burdensome annual-wage commitment 
than its competitors. 

We should therefore expect that if a substantial por- 
tion of the industry is brought simultaneously under an 
annual-wage agreement, that portion of the industry will 
insist that the balance of the industry be likewise brought 
under such an agreement. Otherwise those firms which 
are free from the obligations imposed by agreement 
would be in a better position to undercut the firms that 
have to meet the cost of reserving a wage fund against 
business slack.^ 

DURATION OF THE GUARANTEE 

For the industries whose problems are cyclical rather 
than seasonal, the question is how far ahead any major 
pay-roll supplementation may be guaranteed. Fore- 

*The issues of stabilized purchasing* power and increased efficiency 
could be raised at this point If one believed that the effect of general 
guarantees would be to keep up purchasing power and increased efficiency, 
he would naturally minimize the costs involved in preparing for unem- 
ployed workers. Tliis question of the impact of the annual wage on the 
economy will be taken up in Chap. 7 rather than interposed in the present 
chapter. 
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casting a business cycle is almost as baffling an assignment 
as controlling it. Yet it is the outlook on which industry 
representatives for labor and management would have 
to reach some common ground before the term of an 
annual-wage agreement could be established for the in- 
dustry. 

The most reasonable expectation is that manage- 
ment and labor would fail to agree upon a cyclical fore- 
cast to be made the basis of an agreement. They would 
therefore, as a practical matter, have to limit the term 
of the agreement arbitrarily. If the term should be one 
year, as now prevails in annual-wage agreements, that 
would represent very little additional protection or sense 
of accomplishment, from the union standpoint. More- 
over, it could be disastrous if, just before a yearly con- 
tract ran out, the employers were to get together in de- 
manding a drastic cut in the number of workers to be 
covered under the succeeding agreement. 

We should visualize, therefore, that the labor or- 
ganization would try to forestall that contingency by 
seeking, for example, to control the rate of discharge, or 
to obtain a minimum layoff period, with compensation 
beyond the term of the agreement. It might turn to a 
device similar to the extension provision incorporated 
in a recent annual-wage agreement between union and 
management for a meatpacking plant.® Under that con- 
tract the life of the agreement continues until a request 
for a change is demanded by either side — on 30 days’ 
notice by the union or 60 days’ notice by the manage- 
ment. Whenever the agreement is thus canceled, the 
guarantee continues for a period of 52 weeks beyond the 
termination date. How long or how rigid a layoff notice 

* See contract between the Dallas plant of Geo. A. Hormel & Co. and 
United Packinghouse Workers of ^erica, CIO Local No. 316, made 
Oct, 22, 1945* 
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device is feasible for a cyclical industry would have to 
be determined of course by the contracting parties in the 
given industry. But in any event, the union or unions 
representing the industry would require a meeting of 
minds with management representatives on the general 
pattern the industry could risk. 

RECONaUNG INDUSTRY DIFFERENTIALS 

It need not be assumed that the agreements with all 
firms in the industry would remain uniform. It would 
not seem unrealistic to assume that the union would at 
first attempt to establish a minimum base of guaranteed 
employment for general acceptance, just as it has estab- 
lished basic wage rates. One could conceive, for example, 
that the majority of the firms in an established industry 
might be persuaded to accept a coverage like that made 
by the CIO with the Wildman Manufacturing Co.,® in 
the first annual-wage agreement after the steel case be- 
fore the National War Labor Board. That particular 
agreement provided a guarantee for one year of 1,200 
hours to all employees with five years of seniority. It is 
conceivable that a modest guarantee of hours of that sort 
could be extended, in some industries, to lower seniority 
limits. The willingness to go beyond the minimum point 
might then become a matter of negotiation with indi- 
vidual companies. Broader guarantee terms would be 
bartered against incentive pro\dsions, high production 
standards, health insurance, paid vacations, antistrike 
pledges, wage adjustments, modification of seniority 
rates, and increased mobility from job to job, to men- 
tion only a few of the bargaining points that may enter 
into the given situation. 

*See agreement between United Steelworkers of America, Local No. 
^977, and The Wildman Manufacturing' Co., July i, 1946 (Norris- 
town, Pa.) 
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The industry-wide union has a different problem from 
the craft union in striving for the best terms for the 
workers concerned. In the case of the highly skilled 
crafts in old-line unions, the problem is comparatively 
simple. It has been possible for such special craft groups 
to make agreements for 52 weeks of full-time wages in 
a number of plants. Such workers have a negligible ef- 
fect on the stabilization of total employment in the 
plant or industry. The situation is illustrated by the case 
of the Bellman Brook Bleachery G)., where only ii 
such highly skilled operatives were under agreement in 
a plant of 500 workers. In manufacturing generally, the 
Bureau of Labor Statistics found (in 1945) 10 annual- 
wage agreements covering an aggregate of 75 skilled 
workers spread over 23 plants which were under un- 
conditional annual-wage agreements. In nonmanufac- 
turing, the BLS estimated that there were about 2,400 
retail establishments in which an average of four per- 
sons had annual-wage agreements. These basic-crew 
people consist largely of tailors and alteration men, dy- 
ers, salesmen, and sales supervisors.* But this all-or- 
nothing basis hardly applies where the entire labor force 
of a plant is involved and the problem of fringe em- 
ployees is almost always present. 

On the record of the limited annual-wage agreements 
with industrial unions since 1944, it may be expected 
that a start wiU be made on modest terms wherever 
opportunity develops. Any terms so obtained may be- 
come the base from which the union works toward 
higher ground for its membership, both as to numbers 
involved and terms of guarantee- 

‘“Guaranteed Employment and Annual Wage Provisions in Union 
Agreements,’* Monthly Labor Review, April 1945, p. 721. 
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CONCERTED ACTION AND CENTRAL RESPONSIBILITY 

Whatever these differentials may be, the fact re- 
mains that when an industry is placed substantially 
under a guaranteed annual wage, collective machinery 
must be developed to keep watch over the fate of em- 
ployment in the industry as a whole. That machinery 
must be prepared to make adjustments of an over-all 
character to meet shifts in the business cycle, the com- 
petition of outside products with those produced in the 
industry, or the effects of technological changes. The 
greater the percentage of the labor force of the industry 
which is covered by the guarantee, the more obvious be- 
comes the responsibility of the union to see that total 
employment is not adversely affected because of the 
artificial element introduced by the guarantee to stabilize 
employment and pay rolls. 

There is no current evidence that the labor organiza- 
tions which have demanded industry-wide guarantees 
have charted a course for the administration of an indus- 
try-wide annual-wage agreement. Some of the labor 
leaders have indicated that they would expect the ma- 
chinery of bargaining, under a drive for extending 
annual-wage agreements, to remain pretty much as at 
present. That is to say, they would negotiate with one 
firm at a time, obtaining in each case the best terms that 
may be bargained out. That approach is applicable to 
the problem so long as the agreements are with small 
and relatively isolated individual firms or with those 
that cater to specific territories or to restricted spedal 
markets of the industry.® Once we get into an area of 

® Such detachment from the general picture may be illustrated by the 
examples of two firms now under limited annual-wage agreements, which 
have responded to inquiries put by the author. One, a producer of ma- 
chinery for the knitting trades, says: ‘‘In our industry we cannot see where 



146 GUARANTEE OF ANNUAL WAGES 

business where the competitors produce a similar prod- 
uct (like rubber tires, automobiles, steel, or standard 
textile fabrics), having to compete for the same markets, 
anything like an industry-wide agreement must involve 
a common agreement on the terms and the assumption 
of a relatively uniform overhead in the payroll cost. 

Transfers. The union under a general annual-wage 
agreement would have a vital interest in any industry 
changes that required the shifting of employees from 
their regular jobs to others in which they could be used, 
especially if the work fell under another union jurisdic- 
tion. By the same token, it may have a vital stake in de- 
termining whether the annual-wage guarantee covers the 
employee only so long as he is attached to the guaran- 
teeing company j or whether his right to the guarantee 
is an acquired personal right which must be recognized 
by the next employer. That this possibility is in the 
minds of at least a few economists connected with the 
labor movement, is reflected in their contemplation of 
the possibility of creating guarantee reserves as a pool 

having^ a whole industry working- under a uniform annual wage or guar- 
antee of this type would make it more (or less) successful, as we make 
special machinery, and what one manufacturer would do in the way of 
a wage scale would have very little effect on the others. We can see, 
however, where in a strictly competitive industry it would be almost 
necessary to have all the industry in to make the plan successful.” 

Another, operating in the mail order field from a single center, pointed 
out that *4he mail order houses [in our city] draw their labor from 
definite neighborhoods or city areas. Consequently, action of this kind 
[guaranteed wage] by one house has little or no effect on the labor situa- 
tion at another house.” 

The executive of one firm in the automotive accessories industry, which 
has abandoned its company plan, offered the following viewpoint, alleg- 
ing a declining feasibility of independent company action : ^‘Another con- 
dition which is quite different today is labor^s mood. Our plan required 
team-work of the highest order. It -was not all one-sided. The men agreed 
to do something themselves for this effort, and it worked. In those days 
men appreciated a good job, whereas today many of them expect it or 
demand it and such things as loyalty, have gone out the window,” 
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against which an employee may be entitled to draw just 
as he would draw from the employment insurance fund 
even though he has changed employers.® 

It makes little difference ultimately whether the local 
union officials actually sign the agreement with a single 
firm, or whether a group of employers sign a joint 
agreement with representatives of the national union 
on behalf of the union local. In either event, the 
awareness of the obligations imposed upon the industry 
must lead to some machinery for the administration and 
guidance of the flow of man power in the industry. The 
problems of adjustment of differentials, of co-operation 
by the managements of the industry, all point to the 
necessity of some umpire or manager overseeing the 
whole program. Eventually, the union must become no 
less sensitive than are the managements to the problems 
of reconciling individual, local, and sub-group ambitions 
with the goal of optimum employment for the industries 
in general. 

Legal sanctions. Management might also be con- 
fronted with a legal problem, as it participates in a gen- 
eral program to implement the annual-wage guarantee. 
The exchange of information designed originally to de- 
termine the base for the guarantees is a natural step 
toward understandings among the companies involved 
for stabilization of output, protection of the price struc- 
ture, and other adjtincts of a common employment 
policy. In undertaking such joint efforts toward a stabil- 
ization program, they become open to the charge of 

* The question of pooling reserve funds or depositing a percentage of 
pay roll with a central fund for employee protection, is likely to come up 
in connection with industry-wide guarantees when, as was the case with 
the clothing industry, the financial strength of many of the employers 
is questionable. See Bryce M. Stewart, Unemfloyment Benefits in the 
United States (1930), p. 378. 
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restraint of trade under the antitrust laws. It is con- 
ceivable, therefore, that modification of the federal 
legislation would be required to give the green light 
to joint commitment of competitors to a general pro- 
gram of annual-wage guarantees. 

SUMMARY 

The issues raised in this chapter point to the need of 
devising administrative machinery whereby manage- 
ment and labor could be brought and kept in line if an 
industry-wide program of guaranteed annual pay rolls 
were adopted. The implementation of annual-wage 
agreements between the labor and management repre- 
sentatives of an industry would involve, among other 
measures, the forecasting of aggregate output and em- 
ployment requirements; the determination of the point 
at which guaranteed tenure of employment can begin; 
the terms of the guarantee to be taken as standard; the 
adjustment of conditions of recruitment, employment, 
wages, and prices to the assumption of the pay-roll over- 
head. Unless the annual-wage commitments are to be a 
mere gesture of painless promises, some of these ques- 
tions should be threshed out and met in advance. There 
are new risks and responsibilities in the venture, to be 
shared by labor and management. 

As the annual-wage agreement stakes out for the 
working force a more definitive claim on the resources 
of the business, it inevitably increases the dependence 
of the workers upon the success of the measures taken 
to make the guarantees tenable. The eastence of an 
annual-wage agreement will focus the emphasis on eco- 
nomical labor utilization as a key to the production pro- 
gram of the business. Moreover, the destiny of the em- 
ployees and management in each firm may be decisively 
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influenced by the competitive practices which become 
prevalent in the efforts to achieve the full use of the 
guaranteed working force. The resultant impact on total 
employment in the industry would have to become a 
basic consideration in the labor policy of any union which 
represented the bulk of the employees in an industry’ 
From these preliminary issues bearing on the manage- 
ment-labor relationship under industry-wide guarantees 
we now proceed to consideration of economic forces set 
in motion by annual-wage commitments. In the next 
chapter, we shall consider their impact on company and 
industry policy. 
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IMPACT ON BUSINESS POLICY 

The impact of the annual wage upon bixsiness policy 
would stem from the assumption by each participating 
firm in the industry of a more definite liability for a pay- 
roll overhead. That overhead must be matched by eflFec- 
tive use of the total man-hours for which the agreement 
calls, or be reflected in costs and prices. As we explore the 
implications of that liability, some of the logical effects on 
business policy will appear. 

GUARANTEED WAGE BILL AS OVERHEAD 

For many business units already providing regular 
pay rolls in fact if not imder formal agreement, the 
guaranteed annual wage may seem an academic issue. 
Our main concern in this chapter is not with business 
in that position. It is rather 'mth that broad span of in- 
dustry which employs labor on an hourly or weekly 
basis and has heretofore managed the wage bill as a 
variable function of the volume of output. We are con- 
sidering primarily the industries in which organized 
labor has made an issue of annual wages, because em- 
ployment has been subject to fluctuation — especially 
those sensitive to cyclical fluctuations of varying length 
and intensity. We shall try to trace the potential effect 
on business policy of an annual-wage agreement between 
a labor union and management under which the com- 
pany has assumed the obligation to meet substantially 
a full-time pay roll over the year or over the term of the 
contract, whether or not the labor is fully employed. 
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So long as we were dealing with firms which had ar- 
rived independently at an annual-wage commitment of 
their own choosing, we had before us a select sample. 
The special character of that group has been revealed in 
the very fact that the firms heretofore volunteering a 
guarantee have constituted so small a minority of the 
business population. They had, basically, a confidence in 
the stability of the demand for their product. They had 
taken the measure of its irregularities and arrived at the 
margin of safety to be observed. The guarantee was not 
regarded as a net addition to labor cost, but as part of a 
program for increasing productivity by way of improved 
employee co-operation. The successful voluntary guar- 
antors were committing themselves to recognize form- 
ally what they had accomplished before they made the 
guarantees: first, paying regular wages to those whose 
employment they required} second, reducing the per- 
centage of extra hands by refinements in production and 
marketing policy. In most cases the painlessness of the 
voluntary pledge was ensured to the management by the 
provision that the commitment could be modified if 
pertinent business conditions materially changed. 

In the drive toward an industry-wide agreement for 
an annual wage, the immediate objective is to obtain for 
the worker an advantage that the labor force has not 
previously enjoyed. The protection sought is not limited 
to, nor primarily for, the basic crews which get steady 
work and wages in any event. It is sought on behalf of 
the workers who have reason to fear for their jobs} 
those whom the firm would ordinarily be expected to lay 
off in the event that the demand for their labor receded 
from optimum or profitable levels. To that end, the 
industry-wide agreement is an effort to obligate the in- 
dustry to carry the full-time wage bill as overhead — 
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like rent, or maintenance, or interest on outstanding 
bonds — instead of treating it as a variable correlated 
with the changing requirements for labor. An additional 
liability is created for industry to assume, whatever the 
means that may be found to meet it. Thus, while the in- 
dependent voluntary guarantee represented formal con- 
firmation of a situation already under control, the indus- 
try-wide guarantee sets up for each firm a target of 
payments to be met as a contractual obligation. 

Under the impetus of the additional obligations un- 
dertaken in the guarantee, it must be presumed that each 
firm will embark upon a program designed to minimize 
the carrying of unproductive labor; to build up surplus 
resources in good times so that pay rolls may be met in 
periods of underemployment; and, in cases where these 
eflrorts prove inadequate, to seek other means of relief. 
These goals suggest the measures whereby the addi- 
tional obligations involved in an annual-wage guarantee 
could logically be met, including: 

1. Regularization of production — better utilization 
of the labor force and cultivation of a market for year- 
round production. 

2. Price increases to absorb additional costs incurred 
in payments to employees not supplied with productive 
work, or in marginal production undertaken because 
the labor is available and must be compensated in any 
event. 

3. Withdrawals from profits, surplus, or special re- 
serves. (There may also be public contributions to regular 
pay rolls such as emergency government orders, subsi- 
dies, or tax relief.) 

Let us consider in turn the implications of each of the 
above as they might work out in the formulation of ap- 
propriate business policy. 
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REGULARIZATION OF PRODUCTION 

Managements interested in wage stabilization have 
consistently approached the problem from the question, 
“Can we produce and turn over our product on a 
schedule that will sustain regular employment and pay 
rolls?” 

It has not been necessary, in order to sustain regular 
pay rolls, to have the perfect situation where there is 
uniform flow of orders, materials, and finished products 
from week to week, season to season, and year to year. 
Where the product is inherently stable, physically and 
market-wise, it has been produced in off seasons for sale 
at the appropriate time. Where demand is elastic, price 
concessions have been made to induce sales in slack pe- 
riods. In general, where variations from week to week or 
from season to season are recurrent and predictable, 
there has been the possibility of averaging out pay checks 
on the basis of balancing the high- against the low-work 
periods. But the practical limits of the guarantee are 
set by the total expectation of orders and the output; 
the less predictable the expectations, the less chance that a 
firm would make an annual-wage commitment. 

The seasonal and. cyclical ■problem distinguished. The 
regularization of production to offset seasonal variations 
in supply and denund is a problem to which affected 
industries have given attention as a matter of course. We 
have the familiar cases of the automobile industry shift- 
ing the month of new models so as to attain a less irregu- 
lar month-to-month pattern of production and sales. 
Equally familiar is the practice in the fur industry to 
force August sales through price concessions, extended 
terms, and free storage. The less soluble problems of 
these industries arise when a change in general business 
is superimposed upon their own seasonal cycle. 



154 GUARANTEE OF ANNUAL WAGES 

Under an annual-wage guarantee, the efForts to regu- 
larize output and market against seasonal variations may 
well be intensified. Competition for the oflF-season busi- 
ness or excessive production for stock to utilize the 
guaranteed labor might occasionally disturb the balance 
between aggregate supply and current demand for the 
product. But the recurrence of seasonal intervals would 
permit relatively quick readjustment, with feasible rec- 
tification in the new year of the mistakes in the previous 
one. It is not like the cumulative effect in cyclically sensi- 
tive industries, of several years of expansion with the 
peak not clearly in sight, followed by a recession of un- 
predictable length and intensity. 

The drive for annual-wage agreements by the unions 
in basic heavy industry, cyclically sensitive, presents a 
more serious problem, fraught with a more pervasive 
and significant chain of consequences. For such indus- 
try, an annual-wage commitment will therefore involve 
more careful planning against extreme drains by the 
guarantee upon the resources of the firm or the industry. 
The effectiveness of this company planning may in turn 
be powerfully influenced by the actions of competitors 
or by external forces beyond the control of the given 
industry. 

It may be assumed that in the initial negotiations for 
an annual wage, management would try to hold down 
the commitment to what it regards as a safe norm, just 
as the labor union is under pressure to obtain the maxi- 
mum guarantees with maximum coverage. In order to 
be meaningful, the final agreement, as previously sug- 
gested, would involve something above what the man- 
agement left to its own device might regard as clearly 
safe. Hence, once the guarantee is made, we may expect 
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measures to attain more stable production, in line with 
the fixed overhead of the pay roll, to come into play. 

Ob\nously, any general line of reasoning on the po- 
tential effects of the wage guarantee needs to be scru- 
tinized with reference to the peculiar problems of a given 
business. In highly competitive industries the individual 
firm may be driven by market pressure to continue its 
traditional production and selling policies regardless of 
the annual wage. In other lines the terms may be ad- 
ministered by the industry’s leadership, and positive 
measures taken to meet the challenge of an annual-wage 
guarantee. 

Optimum froduction volume. The guaranteed labor 
force becomes a norm. Orders up to the total capacity 
of the man power available under the guarantee would 
be promoted and welcomed. With orders to be filled 
beyond the regular man-hour capacity, the willingness to 
accept new business becomes related to the risks of addi- 
tional commitments. If the employer has to take on new 
workers and they serve the required number of months 
for eligibility, then by the time the agreement expires, 
they must be included in a renewal of the guarantee. 
Regardless of the eligibility of particular individuals, it 
is to be expected that the niimber employed in a given 
year creates the obvious base from which to determine 
the number to come under guarantee during the ensuing 
year. Unless the employer expects the increased volume 
of business to last, he must hesitate to accept additional 
orders at the risk of having to carry the guarantee of a 
larger labor force for the ensuing period. 

There are several alternatives to the dilemma pre- 
sented. Rather than take on the contingent liability of 
new labor, the employer could fill his additional orders 
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by giving overtime work to his established force. Since 
the overtime adds to costs, management would have to 
weigh that extra cost against both the present and the 
contingent guarantee expense of recruiting additional 
help. To a limited extent, one might invoke the practice 
of crediting the overtime payments against the under- 
employment at other times in the contract period. If the 
prospect is — ^as in cyclical fluctuations — for an indeter- 
minate future of underemployment, then the taking on 
of new help must be hedged with protective devices. 

The method that labor would find most disturbing is 
to match the taking on of new workers with the issuance 
of a corresponding number of lay-oflF notices, the latter 
becoming operative as soon after the end of the guaran- 
tee period as the terms of the contract permit. 

A stabilization-conscious management would wish to 
avoid both the extreme use of overtime and excessive 
liability for the guarantee of additional workers. In that 
event, the firm would be inclined, when the guaranteed 
labor is fully employed, to confine its production to the 
business which it could most profitably handle — ^with 
emphasis on higher prices, rather than increased volume, 
to create profits. It would hope to carry unfilled orders 
over into the later, presumably less active, period. 

An obvious inducement favoring this last line of pro- 
cedure is the fact that a full complement of workers will 
be available and on the pay roll during the recession 
from peak activity. Indeed, the competition is destined to 
reach its most aggressive stage when, during a recession, 
all firms in the industry are seeking to attract orders to 
match the fixed labor overhead. Theoretically, competi- 
tion could get to the point where any price above irre- 
ducible fixed charges, cost of materials, and other 
unavoidable outlays that could cut into the pay-roll over- 
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head, would be preferable to compensating an idle force. 

Inventory building. The increased emphasis on the 
full utilization of the working time of the guaranteed 
employees will obviously not be confined to current 
orders. It may be assumed that the problem of inventory 
building will receive re-examination in line with the de- 
sirability of maintaining the guaranteed labor force on 
an even flow of output. 

Even without the inducement of a guaranteed annual 
wage, businessmen have followed the practice of making 
up stock in slack periods for disposal of the inventory 
when the demand is current. Books, furniture, jewelry, 
and other gift items are produced the year round for 
sales concentrated at the holiday seasons. When stocks 
go beyond current storage facilities, they are often con- 
signed to the jobber or retailer without obligation for 
the proceeds on his part until the sales are made. So fer 
as seasonal lines are concerned, therefore, the assump- 
tion of a wage guarantee may imply merely a little more 
of the same kind of effort. 

It is where forecasting of sales over a longer period 
is involved that the advantages of inventory accumula- 
tion have been less clear. On the less durable items there 
is always the problem of deterioration, which an aimual 
wage cannot solve except as it may stimulate further 
efforts to improve storage methods. An even more per- 
vasive factor is the fear — especially on items where style 
specifications are involved — that the accumulated inven- 
tories will become obsolescent. On that score, any gen- 
eral efforts to build up inventories over a longer wait- 
ing period must be tied to efforts on the part of the 
industry as a whole toward standardization of product. 
The increased use of the labor force for inventory build- 
ing must also lead to agreements for mutual protection, 
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to set a price floor, and minimize the dumping of distress 
stocks. 

If, under an industry-wide guarantee, the firms in 
the industry' simultaneously build up inventory to use 
guaranteed labor, accumulation would develop a pall on 
the market unless the demand was very sensitive to 
price changes. When the stage is reached at which the 
excessive stocks cannot be liquidated by reasonable price 
inducements, an idle period must ensue. Stocks must be 
cleared, whether or not there is a guarantee. Indeed, the 
temporary solution of delaying the layoffs, with the 
additional inventory building, carries with it the danger 
of a more precipitous decline in the number of workers, 
once the firm can relieve itself of its guarantee obliga- 
tions.^ 

Rounding the line. An additional device which busi- 
ness may be expected to pursue in meeting the overhead 
of an annual wage is a rounding out of the line. This could 
take the form, in a diffused line, of dropping items that 
are seasonal or essentially of a novelty character, in 
order to eliminate fringes of the labor force on which 
year-round work cannot be sustained. In a line of limited 
range, it may take the opposite form of adding new 
products with which to offset the production lags in the 
basic line of the company. 

Such infiltration of the market with extra lines has 
already been fairly common practice among distributors. 
The tendency of drug stores to go into additional lines 
illustrates the constant search for high-margin items 
whether or not they are within the traditional boundaries 

* One may recall at this point the special efforts fostered by President 
Hoover to carry on production with resultant artificial increases of inven- 
tory, after the set-back in 19319. That experience has been noted as a factor 
in the development of the tendency in the thirties for hand-to-mouth 
buying and production. 
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of the business. With wage commitments as an added 
inducement, it must be expected that the eflForts to round 
out the line will take on a new intensity. 

This means that an era of cross-raiding may ensue 
unless we shoixld assume that the additional obligation 
of the guarantees would stimulate new products and a 
broader market. There is no assurance that on balance 
it would add any more production for the raiding group 
than it took away from the raided group. The intensifica- 
tion of competition may have one of two results. Left to 
itself, the process may force prices down to the level at 
which a wider market would be reached, provided the 
demand is elastic. Equally likely, however, is the pros- 
pect that the areas suffering from the raids will seek, as 
they have done in the past, to set up protective defenses 
— sanctioned by special legislation where possible — ^to 
put restrictions on competitive inroads. In this effort, the 
management may be expected to have the co-operation 
of its labor group for mutual defense. If the protective 
measures prove successful against raiding of lines, they 
vitiate the value of the efforts to round out the line 
and maintain employment. The residual effect would be 
a body of restrictions to freeze the industry. 

Assuming that there would be relatively free play of 
the measures to keep employment going, with extra 
lines and new processes if necessary, an accompanying 
requirement would be that the labor force should be- 
come increasingly versatile. It would need to turn its 
hand to whatever work could reasonably be made for 
justifying the pay rolls and keeping the firm above 
water. In the building trades, for example, the guaran- 
tee would seem incompatible with the prevailing strict 
classification of skills and of the rates that go with 
them. 
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EFFECT ON PRICE POUCY 

Passing reference has been made to price adjustment 
as incident to efforts toward dovetailing production 
policy with pay-roll obligations. Let us now examine 
somewhat more closely the implications of annual-wage 
guarantees for price behavior. One cannot be certain of 
any direct and unbroken line from the wage guarantee 
to price action. Intervening factors peculiar to a given 
industry will come to mind. The experience with some 
guarantee plans has been an improvement in labor rela- 
tions, expressing itself in greater efficiency, higher pro- 
ductivity, and more flexible use of labor skills. In some 
industries, the direct labor cost is only a small fraction 
of the total cost of the product. Sometimes other factors, 
like style and quality of materials, may be the decisive 
elements in price determination. 

The influence of price pressure could be minimized, 
of course, with limitations on the extent to which the em- 
ployer would obligate himself for pay-roll maintenance. 
One could add other conditions to produce a negligible 
influence of the guarantees on prices. At the risk of 
being repetitive, we are considering the effects on busi- 
ness policy not in terms of the special favorable situations 
where the guarantee obligation would be a mere formal- 
ity. We are dealing in terms which labor itself has pro- 
posed — ^namely that of the guarantee of substantial full- 
time pay to the bulk of the labor force, in industries 
where unpredictable fluctuations of employment have 
been of serious import to the workers. In other words, 
we are interested in how the guarantee which fixed a 
labor overhead beyond what the industry has habitually 
assumed would affect pricing policy. 

Given a stabilized labor force as the goal, we have 
noted that the tendency would be for the volume of pro- 
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duction to be kept in line with the capacity of the estab- 
lished, guaranteed working force. When demand is 
pressing against the working capacity of the regular 
force, we should expect a natural tendency to hold busi- 
ness to the more profitable lines, rather than expand 
volume with new employees. Even where overtime pay- 
ments were not credited against underemployment, and 
the overtime premium was an additional charge, the firm 
might still prefer that to the taking on of new employees 
who would later have to be guaranteed. The more rigid 
the guarantees the stronger would be the influence to 
hold down production and derive profits from a rise in 
prices. 

This tendency to inflate prices rather than increase 
volume during periods of high demand would operate, 
apart from the possible general raising of price levels, 
to allow for payroll reserves against periods of lower 
production. 

The guarantees would accentuate the higher price 
levels so long as the backlog of unfilled orders remained. 
If the product were in the nature of a durable good, 
for which the use could reasonably be delayed without 
loss of total demand, the effect might conceivably be to 
spread the orders over a longer period. But once the re- 
cession has set in, the market reaction promises to be 
much more extreme because of the availability of guar- 
anteed labor which should be kept at work. One must 
expect the availaHlity of that labor to intensify the sell- 
ing efforts to pick: up business. A cutthroat price com- 
petition is to be expected in such a setting. 

The argument carries us to the conclusion that the 
fixed overhead created by the wage guarantees must 
vnden the spread between high prices at peak levels and 
low prices in periods of depre^ion. 
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This tendency toward increasing the spread of prices, 
like other phenomena to which the pressure of guaran- 
tees may give rise, seems destined to fall especially hard 
upon the marginal firm or the small firm that is in line 
for expansion. When its own prices are high, its desire 
to expand will be dampened by the fear of taking on ad- 
ditional obligations of future guarantees for new em- 
ployees. It will also, as a purchaser, have to contend with 
the higher prices which suppliers may demand. At the 
bottom of the cycle, the fringe firms are the least likely 
to have the resources either to engage in a price war or to 
remain solvent by desisting from production because of 
low prices; while at the same time they are carrying 
an unproductive guaranteed pay roll. A prospect of this 
sort can hardly be expected to encourage investment in 
new and expanding business ventures. 

COVERING THE COST OF GUARANTEES 

We have assumed that the union agreement on annual 
wages win grant protection beyond the figure that man- 
agement, left to itself, would deem perfectly safe to 
guarantee. That is to say, we are taking it for granted 
that management assumes the risk of supporting em- 
ployees to an extent which may involve substantial out- 
lays by the firm. 

How much a given guarantee may cost in an industry 
that experiences unpredictable cyclical fluctuations is pat- 
ently not subject to accurate measurement. The most 
that could be done would be to take a period of the his- 
tory of the company and see how far short it came of 
full-time employment. That in itself would involve cer- 
tain assumptions as to how many people would have 
been taken on during that period if their wages had been 
guaranteed, as against the practice of hiring and firing 
as work was available. 
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Such an attempt at estimating costs of guarantees was 
made for the preliminary report of the business ad- 
visory committee of the Office of War Mobilization and 
Reconversion, on the basis of the pay-roll experience in 
42 firms. The period under analysis was the four-year 
span, 1937-41. From that analysis it was concluded 
that: 

Even when the cost of out-of-pocket payments for idle time 
would have been 20 to 30 per cent of actual pay rolls over a 
period of years, including costs as high as 100 per cent or more 
in the extreme depression year, a combination of terms in a 
guarantee can be devised to reduce the costs to less than 6 per 
cent on the average, and yet provide a substantial measure of 
security for all or almost all employees of the establishment.® 

Little is to be gained by burdening the point that the 
forty-two cases — ^mainly in consumer lines, selected for 
their willingness to be studied, in a period of rising trend 
for durables, with single plants serving as models for the 
study — ^provide a meager basis for measuring the costs 
of an annual wage operating across cyclically sensitive 
basic industries. The point for us to consider here is, 
that, whether the cost of the guarantees in any year 
actually turns out to be 5 per cent or 25 per cent of pay 
roll, it represents a risk which the firm must be prepared 
to meet out of its resources. 

The methods used to meet the contingent liability may 
vary all the way from doing nothing about it until the 
pay-roll crisis develops, to the building up of reserves 
that are clearly earmarked for that purpose. 

The firm that is least likely to build up the necessary 
reserves is the growing firm which must invest its profits 
in new capital equipment for expansion. A firm in that 

® Murray W. Latimer^ Guaranteed Wages, The Final Report to the Ad- 
visory Board, Office of War Mobilization & Reconversion, January 1947, 
p. Vni-74 (mimeo). 
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position must likewise take on new employees to support 
its business expansion. It would therefore enter a depres- 
sion under the least favorable conditions. In the first 
place, the eligibility for guarantees, acquired by the 
workers during the period of business expansion, will 
constitute an inordinately high-wage overhead through 
the recession. Not having been able to set aside reserves 
to meet that overhead, it must either use up its cash, 
borrow against its general assets, or raise cash by the 
sale of some of its assets at an unfavorable time. The 
losses from the meeting of the wage bill would thus 
be compounded by the loss from liquidation of assets 
or the handicaps caused by the cramping of its cash 
position and limitation of its working capital. 

The better-established firm may be expected to set 
aside regularly, as part of its wage bill, a given percentage 
of pay roll. These funds would presumably be invested 
in some form of security that could be readily liquidated. 
The general economic effects of the building up of such 
reserves will be considered in a later chapter dealing 
with the impact of the annual wage on the economy. For 
the moment we are concerned with the reserving of a 
fund against annual-wage guarantees as a phase of the 
business policy of the firm. 

If the proceeds for this fund are treated currently as 
part of the wage bill, the amount must be reflected either 
as an addition to the price or as a deduction from the 
profit margin. Assuming that aU firms in the industry 
are subject to the aimual-wage agreement, it is quite 
possible for standards to develop on what constitutes a 
reasonable withholding for the given line to cover the 
risk of payments for underemployment. This generally 
established formula might then be translated into a 
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higher price level for the industry, much in the same way 
that a higher wage schedule after a round of collective 
bargaining agreements, will be reflected in higher prices. 
In that event, the firms carry on their competition from 
a new base, subject to variations from that base which 
may develop as a result of the competitive situation in 
which the firm or industry operates.^ Were an industry 
in a position to make such a price increase, the incidence 
of the guarantee would be shifted to the customer. We 
would have in essence a business decision to increase the 
tax on the industry for unemployment compensation, to 
be absorbed by the users of the product. 

Of course there is always the possibility — and it has 
been claimed by some voluntary guarantors — ^that in- 
crease in efficiency among a guaranteed labor force will 
catch up with the increased costs of the guarantee. To 
the extent that that proves true, it is a factor tending to 
mitigate the pressure for a general price increase as a 
necessary aftermath of wage guarantees. Concerning the 
promise of increased efficiency, what one caimot foresee 
is whether the stimulating and co-operative atmosphere 
pervading certrin firms that have independently set up 
annual-wage schemes would carry over into the wider 
arena, where the workers of an industry get an annual 
wage through union bargaining, whether the manage- 
ment is for it or not. 

If provision for the guarantee reserve funds cannot 
be shifted to the customer because of competition, and 

* The necessity for an increased price may determine the feasibility o£ 
an annual wage. To take an extreme case: If an annual wage were spread 
across the coal industry, guaranteeing full-time, year-round employment 
to every miner, the resultant increase in the wage bill, if reflected in a 
price rise, would undoubtedly mean a vast substitution of gas or oil for 
coal. 
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if it cannot be offset by an increase in productivity, then 
it must come out of profits, surplus, or depreciation re- 
serves. If the reserves must be a deduction from profits, 
the general effect in reducing the attraction for new in- 
vestment will suggest itself. Here again, the most damp- 
ening effect is bound to be on the smaller firm, which 
needs its funds for capital expansion, and on the marginal 
firm, for which it may prove the last straw. (Perhaps 
the latter consideration is one of the reasons why, in a 
case like that of the garment trade, containing many 
firms in a precariovis competitive position, the union 
hesitates to speed the entry of the industry into a gen- 
eral annual-wage agreement. It prefers to work from 
the approach of management improvements to render 
more stable employment feasible.) 

The manner in which the firms build up backlogs for 
meeting pay-roll deficiencies has a bearing on the gen- 
eral flow of income in the economy — a subject discussed 
in the next chapter. From the standpoint of the busi- 
ness, the reserve for pay roll will represent a diversion 
of some of its funds from its own capital into more 
liquid form — ^whether in larger cash balances or high- 
grade bonds. This does not preclude the possibility for 
some industries to invest their reserves in those areas 
which are most likely to reinvest the fund in products of 
the given industry. Thus, the cement or brick industry 
might invest its reserves in municipal bonds issued by 
communities which plan to expend the proceeds on con- 
struction materials. Strong firms may, as has been done 
in the case of employee-savings funds, purchase a port- 
folio of their own securities as the reserve for pay-roll 
guarantees. But the net tendency would clearly be to 
slow up expansion of the business by the diversion to 
“safer” trust-fund channels. 
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PROBLEM OF THE MARGINAL HRM 

That the influence which the industry-wide guaran- 
teed wage can exert on business policy will differ 
markedly from industry to industry and from firm to 
firm must be obvious. It has been noted that there are 
lines of business which, by virtue of their normal stabil- 
ity, already operate substantially on an annual-wage 
basis and need be only negligibly affected by formaliza- 
tion of the status quo. Even when we deal with indus- 
try that is sensitive to cyclical fluctuation and with firms 
that would have to make provision for the added costs 
of an annual wage, the ability to make stabilization 
measures effective will vary greatly. 

In an industry of large, well-established firms, such 
as in automobiles, newsprint, basic steel, or cigarette 
manufecture, there is an informed awareness of the 
over-all problems of the industry which makes for a 
high degree of discipline. The cost factors are under 
standard accounting, profit margins are fairly well 
stabilized, aggregate volume of the industry is regularly 
rejjorted, and price changes are orderly and relatively 
infrequent. The number of firms is small enough for a 
considerable interchange of ideas and basic data to take 
place. In these circumstances it may be presumed that 
while competition may be severe it will not be pursued 
■vrithout some regard for the well-being of the industry 
as a whole. The aimual-wage guarantee would generate 
a pertinent program, with practices adjusted and re- 
serves set up to meet recognized contingencies. In such 
an industry the more vexing problems are likely to arise 
concerning the aggregate of the labor force to be guaran- 
teed and the mobihty of workers, as management makes 
changes in the oiganization of production or hastens 
technological changes to hold down pay rolls as part 
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of the effort to cope with the annual wage guarantee. 

A quite different prospect is in store for the lines 
of business like apparel and some of the fabricated spe- 
cialities in which the pattern is one of many small firms 
competing for business with a sizable fraction of them 
on the marginal fringe. There the general tendency 
is to take on new business as it comes, whether in pros- 
perity or depression, with less concern about long-run 
effects. Profits are likely to be put into expansion, with 
little regard for the building up of reserves. With a 
general fall in demand, the necessity of finding orders 
to support pay rolls would aggravate the bent of such 
small business toward cutthroat competition for the 
limited orders available. As prices sink below the break- 
even point, bankruptcies are likely to multiply as a way 
to get out from under the annual-wage obligation. 

In lines where small businesses predominate, the dif- 
ficulties of bringing individual firms together under a 
common policy have usually proved insurmountable. 
But even such diffused business groups may reach a 
point where the disinclination to get together will give 
way to a drive for mutual protection. That has hap- 
pened in anti-chain store activity, retail price mainte- 
nance legislation, and the generalized campaign for 
more rigid industry rules under NRA. The coal indus- 
try, despite the traditional independence of its operators, 
did not prove immune to standardizing measures under 
the Guffey Act and the industry-wide agreements with 
the United Mine Workers, 

Thus, it is in those areas of business which best ex- 
emplify independent competitive enterprise that we find 
the greatest likelihood of extremes. If the small firms 
are true to form, they will give way to unrestricted com- 
petition when under pressure to meet the fixed over- 
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heads of guaranteed pay rolls, and then get behind a 
campaign for uniformity, with corresponding loss of 
independence of action for the individual firms. The im- 
plicit recognition of this possibility may account for the 
fact that in industries consisting primarily of small busi- 
ness units, little has been said about the annual wage. 
The gravest danger in any general adoption of the an- 
nual wage appears to be for small firms in an industry 
where big businesses predominate. It is there that the 
most aggressive efforts would seem to be in order, for 
the smallest units to claim immunity from hampering 
aimual-wage commitments. 

If the drive for the annual wage should estend to the 
weaker areas of small business, or if recession should 
threaten large-scale layoffs at the end of the guaran- 
teed period, there is always the possibility of business or 
labor turning to government action for relief. Such re- 
lief may take the form of subsidies to permit production 
for general welfare purposes or the institution of spe- 
cial spending projects by government to feed pay-roll- 
supporting orders into the business stream. That possi- 
bility, however, raises problems affecting the economy as 
a whole rather than business policy for individual firms 
or industrial groups. They can better be dealt with, 
therefore, in the ensuing chapter concerned with the 
more general economic implications. 

SUMMARY 

It is now time to bring together some generalizations 
which have emerged from the argument and conjecture 
of this chapter. Guarantee of the annual wage on an 
industry-wide scale must make the firm and the industry 
conscious of the fixed overhead to be met in the labor 
bill. The awareness of this fact will focus attention on 
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measures aimed at the stabiKzation of production. First, 
every eflFort will be made to bring production up to the 
full utilization of the guarantee force. When that level 
has been reached, the temptation to go on to higher 
ground must wrestle with the knowledge that every 
new worker taken on to meet current peak demand is 
a potential liability, to be carried under guarantee after 
the need for that labor no longer exists. With that pros- 
pect in view, business prudence may become the better 
part of valor and the urge to expansion be kept in leash. 

On the downward phase of business activity, the ex- 
istence of a fixed labor force will intensify the efforts of 
management to keep that labor force busy; it will seek, 
with whatever inducements can be invented, price-wise 
or otherwise, to keep orders flowing. Even when orders 
are not in the ofling, the need to justify the guaranteed 
pay roll will turn the attention of the business to in- 
ventory building. 

The applicability of such measures in an industry 
which has mainly a seasonal cycle to contend with is 
clear. The question is how far inventory building may 
be pursued as a production stabilizing measure over a 
cyclical period, considering the unpredictability of cycli- 
cal behavior. A tendency to prolongation of production 
may be expected, however, since few firms realize that 
a downturn has begun until it is well under way. 

When business has become aware of the downturn, 
it may be expected to make every effort to get out from 
under the guarantee obligation as soon as possible. Hence, 
more precipitate discharges of the working force, or at 
the very least a struggle over this question, may ensue 
because of the previous delay in releasing workers. 

The exaggerated concern over the fixed wage bill, 
especially applicable to cyclical industry, may be over- 
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come to some extent if reserves have been built up m 
prosperity that are earmarked for pay-roll payments in 
depression. This device may be used to the best advan- 
tage by firms that are established well enough to be 
able to spare funds for reserves. The less well- 
entrenched firm may have to meet the unproductive 
pay roll through borrowings or even forced sales of its 
assets. 

The simultaneous efForts of all firms under a guaran- 
tee to find ways and means of keeping the labor produc- 
tively engaged — ^whether through the building of in- 
ventory or discovery of new lines, or the offer of 
additional inducements to buyers — ^all add up to an inten- 
sification of competition, with the threat of cutthroat 
trade practices and the insolvency of mar^nal firms. 
Whether this tendency to cutthroat competition will be 
allowed to carry on to widespread disaster may depend 
on how well the industry is organized. It is conceivable 
that in some industries the management, with the help of 
workers, will seek to set up a discipline over the industry 
to protect prices and to limit inventory accumulation. 

It is difficult to believe that a middle ground of live 
and let live can be early attained, under the stresses and 
strains of meeting industry-wide guarantees when busi- 
ness declines. More probably industries will go to one 
extreme or the other. Either competition will progress 
to the precipice where the marginal firms lose their foot- 
hold, or protective restrictions will be instituted to in- 
troduce still greater rigidity into the business structure. 

The varying behavior characteristics of the different 
commodity lines indicate that the boundaries of reason- 
ableness in competition and the demand for protective 
measures will vary considerably from industry to indus- 
try. On balance, one would suspect that the trend of the 
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past generation 'would be accentuated under industry- 
wide guarantees, in the direction of greater controls and 
uniformities with both management and labor, and that 
protective measures — especially price floors — ^wiU get 
the upper hand, with resulting greater rigidity in busi- 
ness practices to match the rigidity of the wage bill. 

Up to this point the analysis of business policy has 
been made without fully taking into consideration the 
possible effects of the wage guarantees in regularizing 
the flow of income and the possibility of minimizing the 
fluctuations in the business cycle. We have yet to examine 
the validity of that version of the purchasing power 
theory which argues that the guarantee of incomes to 
the bulk of the industrial labor force offers insurance 
of continuing high employment, thus minimizing the 
problems of company policy with which the present 
chapter has concerned itself. It is to these related in- 
fluences of a guaranteed annual wage, upon the structure 
and behavior of the over-all economy, that the follow- 
ing chapter will turn its attention. 



CHAPTER VII 


IMPACT ON THE ECONOMIC STRUCTURE 

The recurring business crises in our economic system 
have impelled the widespread demand for an annual 
wage. Now we have to see what demands the spreading 
of guarantees of an annual wage may make on the 
economic system. 

One’s thinking about the desirability of an annual 
wage takes off from the premise that it would be a boon 
to the worker and his family if they had assurance of a 
full pay check each week. But while the worker sees 
his security in the pay envelope, guaranteed payments 
can be meaningful only as productive employment con- 
tinues and gives rise to adequate goods and services that 
are purchasable with the pay checks. Attention has there- 
fore been attracted by the efforts of individual firms to 
regularize production so as to make good the promise 
of a valid, regular pay check. As the previous chap- 
ter has indicated, what the individual firm can do about 
meeting a guarantee and regularizing its employment is 
conditioned by corresponding efforts of its competitors. 
It was also noted that the separate actions of inividual 
firms to achieve their own stabilization can produce a 
chain of reactions affecting supply and demand, price 
practices, hiring and layoff practices, and other aspects 
of business policy. 

As the area of analysis spreads out, it becomes in- 
creasingly apparent that the ability of any firm or in- 
dustry to make good an annual wage is dependent not 
only on the behavior of competition within the industry, 
but on the impact of outside forces. The brief review of 
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industrial fluctuation presented in Chapter IV revealed 
the marked variations in the history of rise and decline 
among industries. It also pointed up the varying sensi- 
tivity of industries to changes in the business scene. New 
products and technologies can spread or reduce price 
differentials, shifting the demand to or from particular 
goods and services. There may be general swings in the 
volume and flow of incomes, in the use of savings, and 
the outlays for investment. These changes may be func- 
tions of fiscal policy, tariffs, international agreements, 
or more illusive psychological factors. The company or 
industry is not the final arbiter of its ability to stabilize 
wages. 

At the same time, however, the efforts of any one 
industry or ring of industries to meet guarantees as an 
overhead will affect other parts of the economy — 
supply-wise, price-wise, investment-wise. Will the ef- 
fects jibe with the intentions? The zealous efforts of 
individuals to escape a fire do not necessarily improve 
the chance of rescue for all who are involved. So when 
our concern is not alone for the guaranteed worker, but 
for the welfare of the population of workers, it renaains 
to be determined whether the cumulative effort of com- 
panies and industries to stabilize for purposes of meeting 
wage guarantees will add up to a composite of more 
stable business activity. 

The concept of stability must itself be clarified in 
terms of the level at which stability is sought. The very 
goal of stabilizing production and employment would 
take an ironic turn if it meant that each firm were to 
arrive at a stage at which it could say: “We have now 
managed to whittle away our unstable lines and are able 
to schedule our production so that all workers whom we 
have retained on our pay roll can be guaranteed a regu- 
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lar wage.” That could be an achievement of temporary- 
stability for the individual firm at a sacrifice of national 
product. For millions of workers outside the charmed 
circle of protected regular employees, it might mean a 
closing of the former gates of entry to a job. 

Obviously, such stabilization at a lowered level of 
national production — of total real income — ^is not what 
labor needs, or what the advocates of the annual wage 
intend. The only objective of an annual wage that is 
valid for the economy — ^the one for which it should be 
tested — ^is a high level of productive employment, with 
maximum security of offortunity to contribute to and 
share in the whole. 

In dealing with the question of how the guarantees 
would react on the business structure, there is no model 
to observe of an industry with a guaranteed labor force. 
Taking the known facts, existing situations, and behavior 
patterns as a base, we must let them lead us into the 
reasonable assumptions as to how they would work out 
imder the influence of generalized guaranteed commit- 
ments. All the measvires and countermeasures that could 
ensue from the succession of pressures that annual--wage 
commitments may exert cannot be foreseen. We should 
be able, however, to indicate the direction in which the 
impact of the guarantees may cause the economy to 
move; thus, at least, each may determine for himself 
whether the probable developments are in line with the 
desired means and ends. 

THE LEVERAGE OF PURCHASING POWER 

One assumption about the impact of the annual wage 
on the economy has already been made by those whose 
faith in the annual -wage is strong; it will serve as a 
point of departure for our analysis. Referred to in earlier 
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chapters as a mass-purchasing-power theory, the assump- 
tion may be repeated in the following form: the larger 
part of the national income is distributed in wages and 
salaries. Wages converted into the demand for goods and 
services sustain the level of employment as factories and 
distributors respond to the wants of consumers. Con- 
sumer demand in turn generates the demand for invest- 
ment in the raw materials and industrial equipment that 
give employment to the workers in heavy industries and 
producers’ goods. When, on the other hand, men are 
laid oflF and pay checks cease, the flow of consumer de- 
mand is slowed down, and other workers are made idle; 
even those who could continue their expenditures are 
afraid to risk their savings in new productive investment 
or use their current funds for purposes other than what 
they regard as current necessities. Were pay rolls assured, 
there would be no need for consumers or investors to 
fear the future. Purchases would be made by the masses 
for houses, automobiles, and other durable goods, in- 
stead of being deferred until they can no longer be 
postponed; investments would be made more freely for 
replacements and improvements to meet assured de- 
mand. The total level of employment would be main- 
tained because there would be no slackening of mass 
purchasing power to fear. The distress of the wide fluctu- 
ations between prosperity and depression periods would 
not need to be suffered. 

Reduced to its essence, this purchasing-power thesis 
is that full-time pay rolls for the wage earners wotJd 
mean a fuller utilization of our resources in productive 
employment and as a consequence the maintenance of a 
high national real income in which the individual work- 
er’s share would be secure. 

In testing this thesis, the first thing to determine is, 
how large the wage bill looms in consumer demand, and 
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how large consumer demand looms in the total of em- 
ployment. It is necessary to see whether the guarantee 
of the demand for consumer goods will serve to ensure 
employment in producere’ goods and other nonconsumer 
areas that create employment. Another question is 
whether there are any factors other than total wages and 
consumer expenditures that determine the stability of 
employment, in consumer goods as well as other lines 
of industry. 

Finally, it is important to ascertain whether the net 
result of the generalized guarantees would be to increase 
the stability and the volume of total employment. We 
shall be interested both in seasonal and in cyclical sta- 
bility; but our interest will be concentrated on the cycli- 
cally sensitive area where the gravest insecurity of 
employment is to be found. 

While pay rolls and total business activity in general 
react sympathetically upon each other, it should be 
recognized that this net effect can be a resultant of off- 
setting deviations in both directions, by individual indus- 
tries, from the average trend. The decline of investment 
in an established field may accompany the rise in a new 
one. Highway trucking may go up while railroading 
goes down. A trend toward orange juice vitamins, and 
investment in sports equipment, may be accompanied 
by a decline in the consumption of bread or textiles. 

Wages do not guarantee the stability of consumption 
preferences, especially if additional opportunities for 
choosing develop. The range of choice by way of new 
investments is most likely to be enlarged when busi- 
ness actiwty is high. New products may crowd out old 
ones ; a few big purchases may crowd out many little ones. 
People employed on the neglected lines don’t necessarily 
fit into new employment opportunities that have opened 
up. 
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Whether a more satisfactory general balance could 
be achieved by fixing the pay rolls of specific firms and 
industries is still to be considered. The wage bill and 
the consumer expenditures which it generates, represent 
powerful leverage; but does that leverage swing all 
parts of the economy? It takes investors and foreign 
traders as well as domestic consumers to provide high 
employment. Stability of consumption may keep up re- 
placements of used machinery. How will it affect orders 
for new equipment and new construction over and above 
replacement requirements? Orders for new machine 
tools may in themselves be the signal for shifts in demand 
and employment that may spell the rise of a new in- 
dustry at the price of decline for an already-established 
industry and its employees. 

Our exploration of these factors and their amenability 
to the guarantee of annual wages will begin with a look 
at the wage bill and its place in the total demand. 

THE WAGE BILL AND TOTAL DEMAND 

The wages and salaries of employees in private indus- 
try normally account for more than half of all income 
payments to individuals. In a fairly typical prewar year 
like 1939, the distribution among the various types of 
income received by individuals was roughly as follows: 


Wages and salaries: 

Millions 

Percentage 

Private industry 

$37,519 

53,0 

Public 

8,139 

11,5 

Public assistance 

Entrepreneurial income, rents, and 

1,071 

1,5 

royalties 

13,441 

19,0 

Dividends and interest 

8,891 

12,5 

Other income payments 

1,768 

2.5 


$70,829 

100,0 
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(Wages and salaries may be compared with national in- 
come for 1929-45 by reference to App., Table 9.) In the 
same year the estimated total consumer expenditures for 
goods and services was 61.7 billion dollars. It needs no 
argument that the pay roll of private industry is a prime 
factor in the total of consumer expenditures, especially 
since wage earners must use a larger percentage of their 
incomes for consumption than do those in the higher 
income brackets.^ 

Consumer expenditures in 1939 accounted for nearly 
two thirds of the total expenditures for all types of goods 
and services. The remaining 30 per cent is taken up by 
government expenditures of 16 billion dollars, and 
private gross capital formation of 10.9 billion dollars. 

Apart from the large role of the wage bill of private 
industry in total income payments and consumer ex- 
penditures, the nonwage share of the national income 
must also depend heavily upon the production stimu- 
lated by continuing full-pay envelopes. That total wages, 
consumer expenditures, and the level of business are 
generally related is obvious enough. The chart on page 
180 bears out the general tendency of the curves to run 
parallel, with total consumption more gradual than the 
others. In a year of peak business activity, savings will 
be high, increasing the spread between consumer expen- 
diture and total income. In a depression year, the net 
increment of goods and services produced — that is, na- 
tional income — ^may dip below the total of consumer 
expenditures. In other words, we satisfy our basic con- 
sumption needs even if we have to draw off our capital 
to do so. 


^ We need not stop at this point to take account of savings, since we are 
here concerned with broad relationships rather than exact ratios. 



Pay Roll, Output, and Expenditures, 1919-44' 


WUICMS cr SOLLAPS 


BILLIONS OF OCLLAPS 



* For data see table, p. 189 and App., Table 9. 

xSo 
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It was noted in an earlier chapter, that when the pro- 
duction index for manufactures was rising from a low 
of 56 in 1921 to a peak of 1 10 in 1929, the employment 
index was climbing at the same time from 84 to 108, 
and the pay-roll index from 87 to 127, When pay rolls 
dipped slightly in 1924, production did likewise. When 
the depression of 1932 cut production to half of its 
previous peak, factory pay rolls dropped by more than 
half. When manufecturing pay rolls doubled between 
1932 and 1937, the index of production had likewise 
climbed by 100 per cent. 

Granting that there is this sympathetic relationship 
between the level of wage payments and general em- 
ployment levels, does it follow that by guaranteeing the 
wages in specific industries greater assurance of more 
stable aggregate employment will be given? Here we 
must reckon with the different and competing categories 
of expenditures which do not respond uniformly to the 
stimulus of the national pay roll. Also to be reckoned 
with is the fact that the labor bill may form a small frac- 
tion of total cost in one industry and may be the domi- 
nant cost factor in another. Those important areas of 
the economy which fluctuate most widely, which are 
mainly responsible for heavy unemployment, and yet 
may be governed by fectors other than the general level 
of pay rolls must likewise be kept in min'd. 

THE FLUCTUATION OF CONSUMER DEMAND 

If high, national pay rolls could ensure continuing 
high employment and high production across the board, 
we should expect that once the high levels were attained, 
business would remain on the plateau. But didn’t we 
have such levels of wages and employment in 1929 and 
in 1937? In 1929 salaries and wages alone were nearly 
53 billion dollars — a figure greater than the total na- 
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tional income three years later. Salaries and wages held 
up better as a fraction of total income for the low year 
of 1932 than in the high of I929j^ nevertheless, the 
salary-wage bill had dropped by 40 per cent between 
1929 and 1932; production had dropped even more 
sharply. 

In 1937, when employment for the first time reached 
levels approaching those of the twenties, it could hardly 
be said that consumers had caught up with the backlog 
of needs unsatisfied during the thirties. Yet the national 
income fell more than 7.5 billion dollars between 1937 
and 1938. Total consumer expenditures were 4 billion 
dollars lower in 1938 than in 1937. What happened to 
pay-roll performance? How is it that the high pay rolls 
in 1929 and 1937 did not prevent the sharp fall of 
production and employment from the peak year levels? 

A fully comprehensive answer to the dilemma of the 
business balloon that rises but will not stay up would 
involve us in a treatment of business cycle theory upon 
which we cannot here embark. The causes behind the 
failure of peak national employment pay rolls to mmn- 
tain their levels are complex in the extreme. The be- 
havior of economic expansion and contraction is a con- 
glomerate of independent and interdependent deci- 
sions. The explanations that have seemed potent at one 
time or another would include the role of investment 
prospects, their judgment and misjudgment j the defects 
in the system of credit, money, and prices which prevent 
timely adaptation to changes in business activity} the in- 
fleability of governmental fiscal policy} the poor tinting 
of wage adjustments downward or upward. There has 
even been debate as to the validity of the concept of the 

® Estimated salaries and wag-es for 1929 were 66 per cent of the na- 
tional income that year 5 they constituted 71 per cent of the total national 
income in 1932. 
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business cycle per se, in accounting for changes in busi- 
ness and employment activity, because the apparent 
chief cause has not been the same from cycle to cycle. 

We say in general terms that the law of diminishing 
returns has a way of catching up with business invest- 
ment, that when employment is already high and capacity 
has been built up to high levels fear develops that de- 
mand is being satiated j the prospect of further increase 
at the same rates seems less promising, hence the rate of 
new capital formation slows down. 

That traditional .explanation of retreat from peak 
levels has tended to focus the emphasis on the humors 
of investors, on the shortcomings of stimuli, and cor- 
rectives in public and private finance. In that emphasis, 
too little note has been taken of the fact that certain im- 
portant sectors of consumer demand are themselves 
highly influential contributors to the peaks and valleys 
that develop in the business cycle. These reflections of 
the freedom of consumer choice are quantitatively im- 
pressive. 

Shifting consumer investment. An estimate devel- 
oped by the Federal Reserve Board gives the aggregate 
of consumer expenditxires for durable goods between 
1922 and 1940 as 183 billion dollars. That is roughly 
one and a half times the amount — 125 billions — ^which 
was spent on business plant and equipment over the 
same period.® The way in which consumers distributed 
that huge fund, over time, is quite as significant for our 
study of the impact of the guaranteed wage as is the size 
of the pay roll. (See table on p. 184). 

To illustrate the point, let us take the fluctuations in 
the curve of residential construction, which has had 


* George Terborgh, ‘^Estixnated Expenditures for New Durable Goods, 
1919-1938,’^ Federd Reserve Bulletin^ September 1939. 
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longer cycles than most capital goods. The peak in the 
purchase of houses was reached in 1 92 5. Each year there- 
after, the amount spent for new housing continued to go 
down even though total consumer income was steadily 


Estimated Expenditures for New Durable Consumers* Goods* 
(In millions of dollars) 


Year 

Plant 

Equipment 

Total 

Housing 

Buildings 
for Non- 
Profit In- 
stitutions 

Passenger 

Auto- 

mobiles 

Household 

C^ods 

1919 

7,448 

1,785 

185 

1,668 

3,810 

1920 

8,394j 

1,712 

236 

2,046 

4,400 

1921 1 

7,373 

2,016 : 

297 

1,370 

3,690 

1922 

9,467 

3,414 i 

387 

1,836 

3,830 

1923 

12,082 

4,395 1 

426 

2,681 

4,580 

1924 

12,396 

4,772 

457 

2,507 

4,660 

1925 

13,537 j 

5,141 j 

609 

2,747 

5,040 

1926 

14,045 

4,843 

692 

3,150 

5,360 

1927 

13,457 

4,645 

712 

i 2,690 

5,410 

1928 

13,612 

4,355 

664 

2,933 

5,660 

1929 

12,964 

3,193 

568 

3,293 

5,910 

1930 

9,326 

1,824 

467 

2,065 

4,970 

1931 

7,071 

1,379 

356 

1,416 

3,920 

1932 

4,057 

515 

194 

788 

2,560 

1933 

3,906 

373 

85 

978 

2,470 

1934 

4,913 

419 

102 

1,342 

3,050 

1935 

6,456 

813 

100 

1,993 

3,550 

1936 

8,587 

1,374 

162 

2,551 

4,500 

1937 

9,634 

1,740 

168 

2,726 

5,000 

1938 

7,630 

1,618 

199 

1,613 

4,200 

1939 

9,295 

2,095 

225 

2,275 

4,700 

1940 

10,885 

2,385 

250 

2,950 

5,300 


•‘Federal Reserve Bulletin^ September 1939, P- 733; February 1941, p. 103. 


riang. By 1929 consumers’ investments in residential 
property had reached the lowest point in eight years} 
that is to say, in the boom year of 1929 consumers’ in- 
vestment in housing was lower than it had been in any 
year since 1922. We thus had decreasing employment 
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in a basic industry, while the national pay roll was 
rising. 

Some consumers who might under other conditions 
have purchased homes, found a more attractive disposi- 
tion for part of their wages in the late twenties in the 
purchase of automobiles. With the acquisition of the 
automobile, there was the additional bite into their in- 
comes from the consumption of gasoline and the various 
other services and amusements that developed with the 
automobile age.* 

Rebudgeting of consumer incomes. During the peak 
housing years of 1924, 1925, and 1926, consumers were 
tying up an increasing part of their wages in mortgage 
instalments on new residences, leaving proportionately 
less for other items of expenditure. The buyers of resi- 
dences were also devoting a larger portion of their pay 
checks to household goods for the equipment of their 
homes. Indeed, while the demand for construction work- 
ers on homes was declining during the late twenties, the 
makers of furniture, draperies, rugs, refrigerators, and 
other household goods were increasing their production 
and employment. The purchase of refrigerators, wash- 
ing machines, and other instalment items also tied up 
fixed fractions of wage funds. Automobiles topped the 
list of items building up consumers’ fixed charges. 

Altogether, the current total of consumer credit out- 
standing had multiplied two and a half times between 
1922 and 1929- That increase represented the desire 

* In the midst o£ the great growth in the use of automobiles, we had 
in 1927 the effects of the realization by the Ford Company that the day 
of the Model T was passing. The bold stroke of shutting down the factory 
and imposing severe financial strain upon the dealer agencies, made pos- 
sible after a year the emergence of a new model Ford which proceeded 
to re-create some 60,000 jobs that had been lost during the transition. It 
is a nice question, whether the rehabilitadon of the Ford pay roll on the 
accelerated basis could have been achieved if a guarantee of wages had 
been applicable during the interval. 
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of consumers to utilize a larger percentage of their in- 
comes for durable goods, from new homes to automo- 
biles, earmarking fixed fractions of the consumer’s 
income. Meanwlxile, other sectors in the retail and 
sales market, notably the consumption of apparel wool, 
showed signs of having reached their peak before the 
stock market crash of 1 929. 

Again, in the upswing between the depression of 1932 
and the year 1 937, the consumers’ investment in durables 
more than trebled} instalment credit increased by 160 
per cent, though during the same years the increase in 
pay rolls was not over 60 per cent. Again it was the rise 
in automobile purchases that mainly accounted for the 
increase in fixed charges.® Again the -physical volume of 
consumers’ purchases and retailers’ orders, though hid- 
den in lingering high price levels which prolonged re- 
tail dollar volume, showed signs of weakening even 
before the recessions came in basic manufactures and 
producers’ goods.® 

Varying rhythm of demand. That the upswing lasted 
as long as it did, through the late twenties, may be ac- 
counted for by the carry-forward of industrial and public 
utility capital expenditures. The over-ail appearance of 
prosperity in 1929 owed immeasurably to the fact that 
the economy was stiU filling industrial construction or- 
ders placed in the previous years. Many a large con- 
struction job conceived in the middle twenties was not 
completed until well into 1930. In capital expenditures 
for electric power, 1932 was a good year — better than 

® Federal Reserve Bulletin, April i946> p. 4325 September i939> p. 733. 

® Norman J. Siiberling', The Dynamics of Business (1943) pp* 4^5-7 
Of special interest are his charts of cyclical series leadings to the conclusion 
that ‘‘the cyclical reversals in consumer durables lead the movements of 
total manufacture by a relatively wide interval, greater in the case of 
buildings and less marked in the case of household equipment, auto- 
mobiles, etc. The pattern of consumer nondurables leads th6 general cycle 
also by a moderate but significant interval.” p, 471. 
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I 933 > I 934 > 1935 - The same is true of telephone equip- 
ment. The glass container business was at a higher vol- 
ume in 1933 than it had been in 1930. Some production 
lines reached their low point in 1933, while others 
picked up sharply that year. 

As the analysis of fluctuations presented in Chapter 
IV revealed, the variations in behavior from one indus- 
try to the next were not confined to producers’ goods 
and consumer durables. 

By way of examples: Production in the important area 
of wool-textiles was nearly 25 per cent higher in 1933 
than in 1930. Cotton consumption, also, was higher in 
1933 than in 1930. Rayon deliveries, meanwhile, were 
hardly halted by depression. Their volume in 1933 was 
60 per cent above that of 1929. Looking farther into 
the 1930’s, we find that silk consumption was lower in 
the relatively prosperous year of 1937 than it had been 
in the 1932 depression. In the case of wool, its consump- 
tion for apparel did not reach the low point until 1934; 
and that was probably tied to the low wool crop, since 
the figures on apparel wool consumption rose by 1935 
to a level 60 per cent above that of the general boom 
year of 1929. The decline in anthracite coal, which 
began in 1924, continued uninterruptedly through the 
boom years of the 1920’s and was not reversed in the 
general business pickup of 1937. 

Thus from the record we must conclude that main- 
tenance of the pay-roll level, while important for con- 
sumption as a whole, will not guarantee the maintenance 
of demand in strategic areas of the economy. Changes 
in the character of demand are a part of the dynamics 
of the economy, and these changes would be no respect- 
ers of annual-wage guarantees in determining whether 
employment is to rise or decline in a given industry. It 
is hard to see how, when a given product is being hard- 
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pressed by competitive demands, the imposition of addi- 
tional pay-roll overhead upon that industry would help 
to improve the market for its product. 

Under our form of economic society, consumers can- 
not be coerced to buy the goods of the particular plants 
whose employment is in need of support, rather than 
allocate their expenditures to the goods which they 
happen to prefer. A firm annual-wage commitment in 
each sector of production would need insurance against 
investment in a new product, method, or company, that 
may be a serious threat to the established one. Obviously 
there is no present likelihood of imposing such disciplines 
upon consumer choices. As a practical matter the system 
of general guarantees would, from time to time, be in 
serious conflict with the trend of productive employment 
even in consumer goods — except for those lines that are 
already stable, are least in need of the guarantee, and 
have been dted as models for annual-wage extension. 
We shall revert to this problem of controls after 
the nonconsumer aspects of demand have been con- 
sidered. 

PRODUCERS’ GOODS AND PRIVATE INVESTMENT 

Consumer expenditures, we have noted, ordinarily ac- 
count for somewhat over 70 per cent of the gross na- 
tional expenditure. The remaining area is represented 
generally by private capital formation, foreign trade, 
and government expenditures. (See table on page 189.) 

In foreign trade Ameri(an exports have increasingly 
shifted from raw materials to finished producers’ goods, 
with iron and steel, machinery, automobiles and other 
transportation equipment accounting for the greater part. 
The aHlity of foreign countries to buy and pay for these 
exports depends of course upon the willingness of the 
American people to receive goods and services in return. 
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Gross National Product and Its Components* 
(V alue figures are in billions of current dollars) 


Year 

i 

! 

Total 

Gross 

National 

Product 

Private Gross 
Capital 
Formation 

Government 
Expenditures on 
Goods and 1 
Services 

Consumer 
Expenditures on 
Goods and 
Services 

Value 

Perce7ii- 
age of 
Total 

Value 

Percent- 
age of 
Total 

Value 

Percent- 
age of 
Total 

1919 

77.5 

17.2 

22.2 

8.6 : 

11.1 

51.6 

66.6 

1920 

86.6 

18.5 

21.4 

8.0 

9.2 

60.1 

69.4 

1921 

70.7 

9.2 

13.0 

8.4 

11.9 

53.1 

75.1 

1922 

72.7 

10.3 

14.2 

8.5 

11.7 

53.9 

74.1 

1923 

84.5 

15.6 

18.5 

8.7 

10.3 

60.2 

71.2 

1924 

83.7 

13.3 

15.9 

9.1 

10.9 

61.2 

73.1 

1925 

90.4 

15.3 

16.9 

9.6 

10.6 

65.5 

72.5 

1926 

95.6 

16.8 

17.6 

9.8 

10.2 

69.0 

72.2 

1927 

94.2 

15.2 

16.2 

10.3 

10.9 

68.7 

72.9 

1928 

95.9 

14.9 

15.5 

10.6 

11.1 

70.5 

73.5 

1929 

99.4 

17.6 

17.7 

11.0 

11.1 

70.8 

71.2 

1930 

88.2 

12.1 

12.7 

11.2 

12.7 

64.9 

73.6 

1931 

72.1 

6.4 

8.9 

11.5 

15.9 

54.2 

75.2 

1932 

55.4 

2.2 

4.0 

10.2 

18.4 

43.0 

77.6 

1933 

54.8 

3.3 

6.0 

9.1 

16.6 

42.4 

77.4 

1934 

63.8 

5.3 

8.3 

10.8 

16.9 

47.7 

74.8 

1935 

70.8 

6.7 

9.5 

11.9 

16.8 

52.2 

73.7 

1936 

81.7 

10.0 

12.3 

12.6 

15.4 

59.1 

72.3 

1937 

87.7 

11.6 

13.2 

13.6 

15.5 

62.5 

71.3 

1938 

80.6 

7.7 

9.5 

14.4 

17.9 

58.5 

72.6 

1939 

.88.6 

10.9 

12.3 

16.0 

18.1 

61.7 

69.6 

1940 

97.1 

14.8 

15.2 

16.7 

17.2 

65.7 

67.7 

1941 

120.5 

19.4 

16.1 

26.5 

22.0 

1 74.6 

61.9 

1942 

151.5 


5.1 

62,0 

\ 40.9 

81.9 

54.1 

1943 

187.8 


1.1 

i 94.8 

50.5 

90.9 

48.4 

1944 

198.7 

\ 1.8 

0.9 

1 99.4 

\ 50.0 

! 97.6 

49.1 


• Survey of Current Business^ May 1942; April 1944; Federal Reserve 
Bulletin^ September 1945, p. 873. 


A high general level of national income would tend to 
increase purchases of imports, and investments abroad 
would tend to increase exports. Our foreign trade would 
be helped inc^rectly if the guarantee of wages could 
rmse the total of employment. In any event, so many 
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outside influences in the field of international politics 
impinge upon this factor, that the relationship between 
guaranteed wages and our foreign trade must be con- 
sidered rather remote. 

As to government expenditures, fiscal policy can be 
shaped without regard to the annual wage. There is no 
necessary causal relationship between guarantees and 
the level of government outlays. One might guess that 
a guarantee of wages would increase the pressure for 
public expenditures to keep employment active in dur- 
able goods and construction, but such action has been 
taken without the annual wage as stimulant. So far as 
the workings of private enterprise are concerned, the 
main problem at this point is to appraise the potential 
impact of wage guarantees on private capital formation. 

Production of producers’ durable goods for private 
capital formation, including construction and machinery, 
has been responsible for as much as one sixth of the gross 
national product in prosperous years. The employment 
directly aflFected by the capital-forming industries would 
include not less than eight million workers, if we con- 
sider the mining, construction, manufactured durables, 
and transport involved. 

The significance of this sector to the employment pic- 
ture is not as fully realized in the percentages of average 
total employment, as it is in the high percentage of un- 
employment for which it accounts when business declines. 
The decline in consumer expenditures over the three 
years 1929-32 — from 53 billion dollars to 40 billions — 
meant a loss of somewhat over 25 per cent. The corre- 
sponding fall in capital goods formation was greater even 
in absolute figures, but much more severe percentage- 
wise. In 1929 gross private capital formation of 19 bil- 
lion dollars represented approximately one fifth of the 



IMPACT ON ECONOMIC STRUCTURE 


191 


gross national product. In 1932 private' capital forma- 
tion, estimated at 2.2 billion dollars, was hardly more 
than 4 per cent of the gross national product. {Net 
capital formation was a minus quantity — a deficit of 
about 4*5 billion dollars — ^in 1932.) Between 1937 and 
1938 consumer expenditures declined by about 6 per 
cent j but private capital formation fell 30 per cent (from 
1 1.6 to 7.7 billions) during the same year. 

That the cost of pay-roll maintenance is not one to be 
borne by the cyclically sensitive industry, but is one of 
common responsibility to reduce the fluctuations or joint- 
ly bear the burden, is clear from the employment record. 
The iron and steel industry had to lay off more than 
half a million employees between 1929 and 1932. More 
than 600,000 were discharged from machinery plants. 
At least another quarter of a million had to be dropped 
from the producers’ equipment areas in mining, lumber, 
chemicals, rubber, nonferrous metals, and industrial 
transportation equipment. In these industries we en- 
counter the phenomenon of a loss in pay rolls over three 
years exceeding the total pay roll of the last good year.’ 

Current changes in the total of consumer production 
may go on for a while with negligible effect on the de- 
mand for capital equipment. When the capital goods 
industries rise or fall, we have a cumulative triple im- 
pact: on the durable goods industries themselves, on the 
job-making activities generated by the use of the capital 
equipment, and on the consumer expenditures of the 
employees involved. 

Replacement and innovation. Some gross capital for- 

’ Reference to App., Table 5 ■will show that the wage bill of the 
Steel Industry in 1930 was 1.3 billion dollars. From that point it declined 
,5 billion dollars in 1931, and nearly .9 billions in 1932. Similar declines 
will be revealed by comparing’ high and low years in other durable lines, 
such as machinery and transportation equipment. 



GUARANTEE OF ANNUAL WAGES 


192 

mation takes place in poor as well as good years j a mini- 
mum of replacement may be so urgent that it cannot be 
postponed even in a year of low business. The greater 
part of it, however, is by its very nature postponable, 
awaiting favorable opportunities to make full use of the 
equipment. The timing of those opportunities is largely 
unpredictable. 

It is impossible to separate accurately the amount of 
capital equipment that is strictly replacement from that 
which represents new investment j even in replacement 
something new may be added. The story differs from one 
industry to another. But full employment requires high 
activity in the area of capital formation which spells 
new business — construction and equipment — ^produced 
for development of new enterprise and new products. 
It is this new-investment area of capital formation es- 
pedally that may run from practically zero to a major 
fraction of all capital goods production. Going at full 
blast, the net captal formation may account for 10 to 12 
per cent of the national income and more than a third 
of the employment in industrial production, apart from 
its stimulus to employment in transportation, power use, 
and related services. In depression net capital formation 
is a minus quantityj it creates the problem of finding 
other jobs for those workers who are needed in the dur- 
able lines only when new capital investment is vigorous. 

How is the annual wage to be guaranteed in this 
sector of the economy? And, as a corollary: if by an an- 
nual-wage guarantee, the workers were retained through 
lean years in the capital goods industries, would that 
best serve to sustain the nation’s real income? 

CONSERVING WAGE FUNDS FOR LEAN YEARS 

The building up of reserves in fat years has been the 
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classical prescription for taking care of the lean years. 
In the situation we are considering, it is not ears of com 
that have to be stored for future consumption, but claims 
on liquid assets which should be convertible into multi- 
farious additional demand satisfactions when needed. In 
the stable consumer industries the reserves to be set aside 
may constitute a readily-controlled element of cost. The 
case of the Nunn-Bush Shoe Company may be recalled, 
where employees accept a fixed percentage of total sales 
as the basis of their pay in the knowledge that a moderate 
withholding of their wages in better years will ade- 
quately supplement the reduced earnings of a below- 
average year. Building a reserve for ironing out seasonal 
differences may involve little, more than the arithmetic 
of balancing overtime against undertime, within a few 
weeks or months of each other. But reserve building 
takes on an altogether different complexion when it has 
to meet the vagaries in production for capital formation. 
It may be recalled (referring again to the table on p. 
189), that the combined private capital formation of the 
four years 1931-34 inclusive did not add up to a total 
equaling the capital formation in the single year of 1 929 } 
nor did any three of those years in the 1930’s equal the 
capital formation of any single year between 1923 and 
1930. Under such circumstances, both the practicability 
and the desirability of making the affected firm or indus- 
try carry the whole burden of building up sufficient re- 
serves in fat years to take care of the lean would be hard 
to defend. 

To be realistic, we should have to say that no firm 
commitment for annual wages could be volunteered in 
machine tools or a similarly sensitive industry, except 
for those employees who are regarded as essentially the 
basic crew. Those who are normally let out when the 
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boom is over would therefore be left where they were 
before, unless we add the disillusionment of a guarantee 
that is not made good. The problem would still be one 
of finding a berth for them in other lines where, in 
turn, wage guarantees might increase the difficulties of 
the outsider to break in. Any assurance to the bulk of 
the employees attached to the industry in good times 
would need support from a large program of planned, 
continuous investment under authorities capable of de- 
termining the timing, the kind, and the volume of capital 
goods to be produced. 

The demand for industry-wide annual wages, how- 
ever, has typically carried with it no suggestion that im- 
portant changes in the character of our system of private 
enterprise must accompany a general application of guar- 
antees. It may therefore be helpful for revealing the 
nature of our problem if we continue the analysis as 
though we had industry-wide wage guarantees in a busi- 
ness framework of private investment and competitive 
markets. 

We need not confine ourselves to the extreme case of 
the drop from the late twenties to the 1930’s, to the ex- 
treme case of the machine tool industry, or to the extreme 
assumption that all who are employed at the peak must 
necessarily be included within a full-time guarantee. As- 
suming that agreement could be reached on a “high 
employment norm” for particular firms and industries, 
what are the implications of making financial provision 
in the better years for the underemployment that is to 
be compensated in the less active years.? 

Reserves for the guarantee. Reserves to meet a guar- 
anteed wage agreement have ob’sdous differences from 
those created under old-age and survivors insurance, or 
under unemplo3mient compensation. The Social Security 
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reserves are a common pool toward which stable and 
unstable firms contribute. Despite experience rating dif- 
ferentials, the purpose is to create a general insurance 
fund. The more stable industries put in more than they 
draw outj the less stable draw out more than they put 
in. With the guaranteed wage reserve, on the other 
hand, each firm or industry has to cover the cost of the 
employment it foils to give those attached to the guar- 
anteed pay roll. Considering the wide range in degree 
of stability of various industries, the reserve require- 
ments may run from practically zero in some industries 
to a very substantial increase in costs in others. 

If a firm is to build a guarantee reserve from the re- 
sources under its command, the reserve must come from 
one or all of the following: withholdings from wages; 
withholding from profits (dividends) and surplus; an 
increase in price. Conceivably, the strain on any one of 
these sources could be reduced if the guarantee should 
justify itself in a general increase of productivity, with 
a corresponding increase in sales. This factor, however, 
must remain a moot point. There should be less cause, 
\rith wages guaranteed, for the worker to stretch out 
the job; on the other hand, the creation of a sinecure 
covdd tend to reduce the necessity of toeing the mark. 
The use of quotas, efficiency premiums, and other incen- 
tives is often joined with annual wages and may be the 
deciding factor in the net effect on efficiency. 

Where competitive forces are powerful, it would not 
be possible to absorb the bulk of the annual-wage reserve 
through a rise in price. Nor can the reserve be taken 
mainl y out of price, where the demand is elastic enough 
for marked consumer resistance to develop if prices are 
increased. At the same time, we may expect the wage 
earners to resist efforts to bxuld a reserve by reduction of 
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wages j and the stockholders and management, likewise, 
to resist a drastic reduction of the profit margin. 

The resultant would mean some yielding by all parties 
concerned. The impact on wages would probably not be 
a lowering of the nominal rate, but might assert itself 
either in giving up overtime, as has already happened in 
the voluntary wage agreements, or moderating demands 
for rate increases. The residual return to the owners 
could not practicably remain below the point where 
investment is justified. We may assume, then, that some 
of the added cost will be transferred to the buyer. 

Nature and efect of reserves. As to the form the re- 
serve will take, we must assume that it will have to be 
an asset liquid enough to permit ready conversion into 
pay-roll funds when necessity arises. Typically, we 
should expect the reserve to be invested in government 
bonds or securities of comparable marketability. The 
reserve would thus constitute a transfer of what would 
normally be consumer funds, business expansion funds, 
or individual savings into a “safer” investment channel. 
Without attempting to follow in detail alternative uses 
to which the proceed of such securities could be devoted, 
it nevertheless seems reasonable to assume that the im- 
mediate chrect efltect would be to render the funds thus 
set aside less active than they might otherwise have been 
— a slowing down of the tempo of consumption and 
private capital formation. 

How serious or how lasting this immediate effect 
might prove would depend upon the general climate of 
business activity in which the withholdings took place 
and on the extent to which the finandal system stepped 
in to take counterbalancing measures. If large reserves 
were built up while there was still a considerable amotmt 
of unemployment, they would tend to hamper the ex- 
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pansion necessary to support a prosperity level. If, how- 
ever, the withdrawals mounted when production was 
high and labor shortages were becoming noticeable, the 
dampening efiFect on further expansion might be salutary. 
In the same way, the banking system could follow up 
the reserve building by a liberal credit policy, so that 
bank loans for business expansion might fill the gaps 
’caused by the withholding of reserves. Concurrent man- 
agement of the financial scene might be invoked also, to 
prevent reserve-builders from bidding up prices of gilt- 
edged securities to the point where interest rates would 
be seriously affected. 

The forces would operate in reverse on the downswing 
of business, when employment tapers off and the reserves 
must be used up in order to compensate for idle time. 
The additional funds made available to the underem- 
ployed would undoubtedly stimulate the current forms 
of consumption expenditure. They would tend to reduce 
the amount of dissaving by the workers who have savings 
and improve the meeting of obligations for instalments 
and other fixed charges. At least that order of events 
should apply to those protected by the guarantees. 

It is quite doubtful, however, that funds made avail- 
able through the liquidation of the reserves would appre- 
dably stimulate production in the capital goods areas. 
The idle worker may be thankful for the help given him 
through the guarantee arrangement, but is not likely 
to splurge with new e^encUtures in durable goods when 
he knows that his guarantee period may run out. And it 
is the durable goods sector of consumer expenditures that 
presents the more di ff icult employment problem. 

For business revival the process of liquidation has 
much wider implications. Any large-scale liquidation 
of securities must normally have a depressant effect on 



GUARANTEE OF ANNUAL WAGES 


the entire securities market, and that means a depressant 
on capital expenditures. The absorption of large quanti- 
ties of securities by the banks must call forth measures 
of support by the government to prevent the prices of 
government bonds and other securities from falling to 
disastrously low levels. 

The liquidation of reserves would take care of the 
guaranteed employees. The problem of relief for those 
not under the guarantee would remain. Should a depres- 
sion outlast the duration of benefits from imemployment 
compensation funds, the government would be under 
the necessity of new deficit financing on top of the liqui- 
dation of the government bonds used for reserves. 

In what combination these reactions would take place 
or exactly what the net effect would be cannot be stated 
with confidence. It can only be presumed that to the 
extent that the special phenomenon of reserves has modi- 
fied the automatic action and reaction of markets and 
pay rolls, the necessity of controlling the foUow-up 
stages in the interest of making good the original inten- 
tions would become more and more the primary obliga- 
tion of public authority. 

Reserves and production. The establishment of pay- 
roll reserves could provide a definite monetary source 
for the claims of guaranteed workers. It does not, how- 
ever, guarantee an addition to the total supply of real 
income in goods and services. The reserves may have 
been built up as indicated through a certain amount of 
withholding. When the lOITs of the security-issuing 
agency are presented for payment to take care of reces- 
sion pay rolls, the borrowing agency — ^particularly if it 
is the government — ^meets that demand by issuing new 
lOU’s with which to raise the cash for paying off the 
old. There is no storage from previous years of product 
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reserves; there is only a transfer of clmms on current 
production which the guaranteed workers get in order 
to maintain their current expenses. 

The social value of this maintenance of continuity to 
the workers is undeniable. In certain communities the 
stability of the whole local business structure may be 
significantly assisted by the availability of such payments 
during periods of low production. The effect on the 
economy as a whole is more debatable. Heavy liquida- 
tion of reserves could hamper the ability of the govern- 
ment to finance public activities on behalf of nonguaran- 
teed workers, and a securities market under liquidation 
pressure would hardly conduce to a revival of new 
capital formation. On balance it would appear that the 
stability of nondurable consumer goods industries might 
be further fortified by cumulation and liquidation of 
reserves. But except for the tendency to moderate ex- 
pansion on the upswing, the cmnulation and liquidation 
of the reserves would have no apparent stimulating ef- 
fect on the strategic durable goods sector. 

LABOR AVAILABILITY AND TOTAL EMPLOYMENT 

If we took it for granted that guaranteed annual wa^es 
would tend to stabilize the labor force by reducing turn- 
over, we should still have this question before us: Is it 
in the interest of total employment and improved living 
standards to achieve maximum stabilization of the labor 
force? 

Must not the volume of production be related to the 
market demand for the product, rather than to a volume 
based upon the ntunber of employees attached to the 
industry? As to capital goods industries, is it desirable 
that they support a stand-by group above normal capital 
replacement requirements, rather than to share the extra 
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labor force with other industries that may make use of 
them? 

Ideally, when the capital goods industries have 
reached high ground — ^when they have been rapidly in- 
creasing the productive capacity of the business structure 
as a whole — some of their employees should be moving 
into the lines of production which utilize the extra ca- 
pacity that the capital goods industries have been creat- 
ing. Actually, the redistribution of the working forces 
is not timely enough 5 there is no such nicety of syn- 
chronization between capital goods and consumer goods 
employment. Some sluggishness in movement of labor 
from the lesser to the greater employment opportunity 
must be accepted, since we are dealing with the move- 
ment of human beings who have roots in family ties, 
homes, and community associations. Our society recog- 
nizes the value of that family stability in the pay-roll 
taxes for unemployment security. But there is no assur- 
ance of economic security in a system of premium on 
prolonging a worker’s attachment to an industry or situ- 
ation which cannot productively support him. 

Multi-job production. A substantial segment of total 
employment represents the sum of short-term jobs. 
Some industries for natural reasons have peaks that 
cannot economically be leveled. Extra crews released 
by such industry are vital to production in others. 

Our data on the character and extent of multi-job 
employment are extremely meager. The Social Security 
Board notes: 

The striking fact [is] that after the old-age and survivors 
insurance system had been in operation for nine years, only 
about three fifths of aE workers with wage credits were either 
fully or currently insured. . , . Detailed data on the work history 
of all persons with wage credits in one or more of the six years. 
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I 937 "^ 942 > show a surprising amount of movement into and 
out of covered employment. Only part of this shifting can be 
explained by unemployment, the entrance of young ■workers into 
the labor force, and the withdrawals of older workers from the 
labor force because of disability, retirement, or death,® 

The movement in and out of covered employment does 
not of course touch upon the job shifts among industries 
inside the social security coverage. 

The Census of Agriculture for 1940 indicates that 29 
per cent of all farm operators in the United States 
worked for pay at jobs not connected with the farms 
they operated. In a sample taken by the Social Security 
Board in the spring of 1941, covering rural areas in 
Iowa, it was found that “32 per cent of the Arkansas 
sample group, and 1 1 per cent of the Iowa group, had, 
at the close of 1940, obtained social security account 
numbers [in covered employment].”® 

From a check of workers who were covered both 
under the Railroad Retirement Act and the Social Se- 
curity Act, “it is estimated that during 1937-1939, near- 
ly 750,000 workers received taxable wages under both 
systems. They comprised nearly one third of all workers 
with railroad employment.’”® Of these, it was said, “the 
workers with dual coverage were much younger than 
most railroad workers. This feet put them at a disadvan- 
tage in the railroad industry in which lay-offs were made 
in accordance with a strict seniority system.” (A random 
sample of ferm workers in Iowa and Arkansas also re- 

* Bureau of Old-Age and Survivors Insurance, Old-Age and Snrvhors 
Insurance Program Analysis^ Refort Insurance Status ^ August i 945 > 
p. 60. 

^Social Security Bulletin, June i943> P» 

“Bureau of Old-Age and Survivors Insurance, Refort i, Insurance 
Status, p. 58. 
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vealed that the group depending upon more than one 
job was likely to be the age group under 35.)” 

Fixity versus op-portunity. Distinction thus needs to 
be made between two aspects of employment security. 
One is reflected in continuing employment on a given 
job. The other lies in the opportunity to find one’s best 
niche as an employee, vdthout being barred by guaran- 
tees which solidify the ejdsting labor force against out- 
siders. The natural caution against taking on additional 
employees when that would mean additional guarantee 
overhead obligations would tend, under wide extensions 
of guarantee commitments, to freeze the employment 
among the older generation of workers. It would in that 
respect hamper the opportixnities of younger workers to 
make a place for themselves in the established labor 
force. 

From the standpoint of mdntaining stable employ- 
ment for workers in producers’ goods lines, it should 
be noted that new investment activity depends on free- 
dom of employees to move into the work for which the 
new equipment or capacity is being created. Production 
of new capacity involves new outlets for the exercise of 
consumer preferences, which likewise call for mobility 
of labor to work in the new areas of demand. 

With each firm striving for stabilization and empha- 
sizing the elimination of risk elements in utilization of 
the labor force, we could ea^y come out with a contrac- 
tion rather than an expansion in total employment. Per- 
haps the most difficult aspect of public education on the 
annual wage is in the paradox that the accumulation 
of guarantees over an expanding area of industry may 
result in aggregate production at a level too low to sup- 

“ Tlie same, p. 6o. 
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port the guarantees. With industry-wide guarantees 
sharpening the distinction between insiders and out- 
siders, the movement of workers in and out of occupa- 
tions to meet changing demands becomes progressively 
less flexible. To keep the more rigid structure produc- 
tively occupied with a continuous flow of orders there- 
upon would need production planning, in which the indi- 
vidual worker as well as the individual firm filled the 
spot assigned to him as a unit in that plan, 

SUMMARY 

The task set for this chapter was to see how the broad- 
ening of annual-wage guarantees might react on the 
current economic structure — ^whether the guarantee of a 
full pay envelope to industrial workers would help create 
the conditions under which those guarantees could be 
sustained with production, which alone could give real 
meaning to guaranteed annual wages en masse. Here, 
as before, our interest has focused on the effect which 
the guaranteed annual wage might have on the dur- 
able and capital goods industries, where the problem 
of fluctuating employment tended to concentrate in its 
most severe form. 

Guarantee of purchasing power. First, we considered 
the value of guaranteed pay checks for continuing de- 
mand on the part of the workers as consumers, thus 
generating the production by which the pay chedcs were 
indeed endowed with a real income equivalent. 

We recognized the large place occupied by consumer 
pxirchases in the total scheme of production. We did not 
need to dwell on the direct application of assured pay 
checks to that portion of consumer purchases which was 
in currently expendable items where the demand held 
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relatively steady, and where the basis for steady pay 
rolls to employees already easted. 

When we came to the sectors of consumer durables, 
we found that high employment was not maintained 
simply because pay-roll levels were high. Left to self- 
determination, the consuming public changed the em- 
ployment from one line of industry to another by the 
exercise of consumer preferences. We saw, for example, 
that even at peak employment a wave of consumer in- 
vestment in certain capital goods, like houses and auto- 
mobiles, diverted increasing fractions of the pay checks 
to continuing commitments for those durable lines and 
to the goods and services associated with them, at the 
expense of other lines. The maintenance of pay rolls did 
not prevent some commodities from declining in favor 
of others which at the same time were increasing their 
volume. 

Guaranteed pay rolls could not, under a system of 
consumer freedom, ensure the flow of consumer funds 
into the diflFerent channels of production, in the relative 
amounts needed by specific industries to support full 
pay rolls. A guarantee by industries not so supported 
would thereupon make their continuing in business even 
more, rather than less, precarious. 

Producer^ goods. When it comes to the heavy in- 
dustries representing purchases for business purposes 
rather than for personal consumption, a period of high 
employment means the creation of a large amount of 
new productive capacity. At that level, the economy has 
difficulty in continuing the same rate of progre® in the 
demand for additional capacity as existed when there 
was the prospect for plenty of improvement in employ- 
ment and demand. The mere replacement of worn-out 
capacity is not suflicient to keep up high employment in 
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capital goods lines. On the other hand, the very demand 
for new and improved equipment, reflecting new prod- 
ucts or new processes, is in itself a factor involving the 
disturbance of the status quo. There is no assurance that 
those embarking on new lines or processes would be the 
very firms whose established lines were becoming obso- 
lescent. Under a privately operated enterprise, a guar- 
anteed annual wage would be borne by individual firms 
which were not in a position to determine the flow of 
orders upon which their ability to sustain the guarantee 
would depend. To the previous risks of fluctuating 
business would be added the further risk of having to 
meet pay rolls for which there was no matching pro- 
duction. The lack of control by individual firms like- 
wise applies to the area of foreign trade and to the area 
of government expenditures. 

Thus, our first section led to a conclusion about what 
the annual wage would not do. The wage bill did not 
have the leverage to swing strategic parts of the eco- 
nomic system that would have to meet the costs of the 
guarantee. 

Flow of funds. We then moved to the question of 
how the efforts of management to meet the guaranteed 
wage bill would affect the flow of goods and funds into 
consumption and investment. To safeguard the wage 
commitment would call for storing up, in good times, 
the funds to cover the workers over the estimated 
future underemployment. Firms and industries would 
vary in thdr ability to set up reserves, depending on 
their product and competitive conditions, as weE as their 
size, maturity, and financial strength. Taken in the ag- 
gregate, the building of guarantee reserves meant a 
present withholding of funds — ^most likely in securities 
regarded as safe and highly liquid in character — as 
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against the direct use of those funds for job-making, 
busmess expansion, additional wages, or distribution of 
profits which supply the means for new investment. The 
reserve fund might be treated as an addition to cost, re- 
flected in varying degrees as an increase in price, a hold- 
ing down of wage rates, or a reduction in profits. 

Whether or not this immediate slowing down were to 
prove a more lasting depressant on the economy would 
depend upon the success of countermeasures. Borrowing 
of additional funds and provision of additional active 
monetary supply might be brought about through 
manipulation of the banking system. 

We next considered the downward phase of a busi- 
ness cycle, which pay-roll guarantees would not prevent 
the strategic fluctuating lines of industry from generat- 
ing. The liquidation of reserves would activate the flow 
of payments to underemployed workers, keeping up 
their current expenditures and helping to meet their 
fixed charges. The surrounding economy of distributors 
and producers of consumers’ goods and services would 
likevfise get support from the mdntenance of pay rolls. 
It was questioned, however, whether even the guaran- 
teed workers would be disposed to undertake purchases 
of durable goods which involved future commitments 
in a period when they were being underemployed. 

It was also noted that in a period of heavy liquidation 
of reserves, securities would be depressed and the gov- 
ernment would have to meet the demands for cashing 
its lOU’s. The government would still have in addition 
the problem, of caring for the workers who were not 
guaranteed, through public works and other direct 
measures. 

The total effect through better and worse business 
conditions could very well be more stable money in- 
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comes over a longer time for the workers under guaran- 
tee. If, as the analysis strongly indicated, the total 
production over the years would not be raised by the 
building of guarantee reserves, but might even hit a 
lower average than without the guarantees, the real basis 
of security for all employees, guaranteed as well as un- 
guaranteed, would not be achieved. The less strong 
firms, given the added pressure of the guarantees, might 
more reachly fall by the wayside in the absence of con- 
certed protective measures. 

Labor offortunity. It was then pointed out that the 
very process of trying to maintain intact the existing 
crews of guaranteed workers meant a significant slowing 
down of the mobility of workers to fit job opportunities. 
It meant also a greater barrier for those not inside the 
guarantees to break through to get jobs when employ- 
ment had to be engineered to take care of the already 
guaranteed body of workers. With the normal prospect 
that the workers currently employed would expect to 
be guaranteed thereafter, the willingness to take on new 
workers would be reduced. There would be a progressive 
concentration of work opportunities among the older, 
established working force. 

The rhythm of livelihood for many rural workers, 
railroad workem, and others m^es them dependent on 
more than one job to add up to their total yearly income. 
Those who represent the ‘^extra force” when supple- 
menting their other employment would with cumulative 
stabilization have less opportunity for work in those 
lines which took on extra workers for periods of peak 
volume — unless new prerogatives of guaranteed part- 
time emei^ed. 

It has seemed evident from the analysis of the varia- 
tions in the stability of production and demand, that 
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those lines of business which already had the risk of 
fluctuating demand for their products could not by 
themselves assume the additional obligations of sub- 
stantial guarantees# 

Public intervention. We come to the last implication 
of generalized guarantees on the economic structure — 
namely, that public intervention, beyond our current 
unemployment compensation, would be required to sup- 
port the guarantees with an even flow of goods and 
funds. Public action would have first to cfiscipline the 
order of consumers’ preferences so that they would fall 
into the areas of production where the pay rolls need 
support. Public controls would have to be broadened to 
prevent the disturbances in the securities market or in 
the monetary and credit supply, such as would logically 
ensue if the guaranteed wage were imposed on an other- 
wise free market of private decisions. Public machinery 
to enlarge and equalize benefits would be required to 
take care of employees whose employers could not keep 
up the guarantee of substantially full pay rolls, or of 
those who were outside the guaranteed circle. Carried to 
its logical end, the support of generalized wage guaran- 
tees would require workers, as well as goods and funds, 
to be channeled into the places where their labor could 
best support a flow of goods and services which matched 
pay with jobs. 

THE ULTIMATE IMPLICATIONS 

It may be argued that the treatment here given to the 
impact of the guaranteed annual wage upon the eco- 
nomic structure is h3q5othetical and artificial. In practice 
we should be more likely to see a step by step develop- 
ment} one labor group at a time mil seek at the collec- 
tive largaining table whatever advantage seems feasible 
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to obtain at a given stage in labor-management nego- 
tiations. It may even be that management, aware of the 
importance of income secxirity to the maintenance 
of labor efficiency and industrial peace, will be inclined 
to go along with labor in enlarging the area of annual- 
wage commitments. In some industries, management 
has indeed joined with labor unions in schemes for in- 
dustrial peace that have involved substantial increases 
in cost. The situation in the building trades and in the 
coal industry would be examples of mutual agreements 
to create conditions which in effect increase the resistance 
to the widening of the market for the labor and products 
involved. 

We are also aware that the issue of the guaranteed 
annual wage has currently been discussed in terms of 
what would seem to be safe. The suggestion has been 
made that a ceiling on employer obligations be set at 10 
per cent of any year’s pay roll, and that concessions be 
granted from full-time guarantees. It has been proposed 
to combine the commitment to the annual wage with 
legal sanctions for dipping into the unemployment 
compensation fund to reduce the guaranteeing em- 
ployer’s liability. 

All such modifications and limitations can be accepted 
as reasonable, suggestions for consideration by a firm or 
industry in its efforts to achieve a more stable situation for 
its employees. But they avoid the main issue. They are 
a far cry from the demand for a guaranteed annual wage 
across industry as a prior right of the worker attached 
to the industry. It is that demand which has been made 
the expressed requirement of national labor orgamza- 
tions in key industries. It does not meet this general 
and current issue and the drive behind it to discuss 
other programs which represent hardly more than a 
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gesture toward the demand for wage security. At the 
level of see-what-you-can-do-about-it, for the indi- 
vidual firm, there was general acceptance of the wage- 
security principle long before the war. The postwar 
issue in guaranteed wage plans is “the possibility of their 
future development in American industries as an aid m 
stabilization of employment and the regulation of pro- 
duction . . . studied on a national scale.”^* 

The fact that the program to put an industry under 
an annual wage may start out with short steps does not 
relieve us from the necessity of seeing what the cumula- 
tive effects may be of programming toward a widening 
coverage of guaranteed wages. No labor leadership can 
afford to rest on its laurels. The start in the direction of 
wage guarantees must inevitably be regarded as the 
take-off point for the next steps. Whether or not such 
a program leads to full stabilization measures in two 
years or ten, it is important that we — ^that labor espe- 
cially, as chief beneficiary or victim — ^understand the 
direction in which the program leads. The advantages 
to be derived from a leveling of income should be 
weighed against the price to be paid in reducing the area 
of flexibility in our economic life. 

It is conceivable that a large percentage of the body 
politic would prefer a slowing down of material prog- 
ress or a contraction of individual choice for consumer, 
worker, or investor; and even a leveling off at some- 
thing less than our present standard of living, provided 
the standard upon which we do settle can be made more 
secure. If that dedsion is made with eyes open, it rep- 
resents a valid program for those who want it — ^who, 
indeed, would have been willing to settle for that kind 

“ From the text of the letter from President Roosevelt to the Director 
of War Mobilization and Reconversion, Mar. 20, 1945. 
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of security in 1 932. If, however, a generalized guarantee 
of annual wages is successfully promoted with the 
thought that the guarantee can be progressively ex- 
panded without contracting and radically modifying 
our present system of competitive private enterprise — 
then we are confronted with a dream that is destined to 
end only in disillusionment. 

There is no inconsistency, in the treatment that we 
have given to the subject, with the belief that some 
firms and industries can and should modify their present 
indiscriminate hiring and firing practices} that firms 
could, by more effective utilization of their machines 
and man power, or more astute cultivation of their 
markets, come out with a sounder relationship between 
management and labor without sacrificing the profita- 
bility of the total operation. The conclusion from the 
analysis in the present chapter, however, remains — ^that 
if a system of generalized guarantees across industry, in 
terms demanded by the leading industrial unions, is to 
be made effective, with sustained production to match 
the guarantees, the economy must be placed under a 
new discipline. An authoritative role would have to be 
created for a government agency as the arbiter of the 
flow of commodities, man power, machinery, invest- 
ments, and funds to keep pace with the stride of the 
pay-roll commitments in the affected areas of the econ- 
omy. 

Even to achieve a tenable basis for wider guarantees, 
short of general coverage for industry, will reqmre an 
enlarged role for the government in the guidance of our 
economy. It is the purpose of the following chapter to 
consider the more important aspects of that role. 



CHAPTER VIII 


THE ROLE OF THE GOVERNMENT 

Our social security legislation recognizes unemploy- 
ment as a hazard of industry; through unemployment 
compensation we share in a common obligation to 
cushion the loss of earnings of those who are laid off. 
The guaranteed annual wage may be viewed as a supple- 
mentation of unemployment compensation which puts 
the primary financial obligation for regular pay rolls 
upon the employer. The bearing of the annual wagp 
upon current social security legislation needs to be ex- 
amined. 

The foregoing chapters have dealt with the cfilemmas 
confronted in aspiring to an economy of stabilized earn- 
ings. In the first half of this study, particularly in Chap- 
ter IV, attention was called to the diversity of the cur- 
rents that combine to give our economy its vitality as 
a going and growing concern. The prevailing upward 
trend in national production and living standards has 
been accompanied by irregularity in employment and 
pay rolls as between time periods, industries, or firms. 
Individual lines of business may run counter to the 
general trend of activity. Some may for a while drag 
down the rest of the economy in thdr decline, or may 
pull up the rest of the economy in their rise. 

In the later chapters, particularly in Chapter VII, 
it was noted that the spread of annual-wage guarantees 
would not meet the problem of irregular production at 
the most acute points. Guarantees, moreover, tended to 
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be self-defeating in so far as they interfered with the 
effective utilization of capital and labor, by slowing 
down the adjustments whereby labor and other resources 
are moved from the less to the more promising areas 
of business activity. To saddle the fluctuating but highly 
strategic industries with unproductive pay-roll costs 
would be a strange way to induce a wider market for 
their products. 

Moderation of the insecurity of earnings that is in- 
herent in our productive but spotty economy is a com- 
mon objective. But in the measures proposed to reduce 
the social evils of economic insecurity can be found wide 
differences in emphasis. 

The discussion that follows will indicate the t3T3es 
of government action that may be called forth when the 
emphasis is shifted from the amelioration of individual 
hazards under a system of relatively free private action, 
to one in which the maintenance of stable employment 
and pay rolls is a central theme around which economic 
activity is arranged. 

UNEMPLOYMENT COMPENSATION 

The most far-reaching legislative effort to recognize 
the employment hazards in our complex, largely urban- 
ized economy was the establishment of the unemploy- 
ment compensation program in the Social Security Act 
of 1935. It accepts the traditional preference of the 
American poptilation for an economy in which the re- 
sponsibility for achie’wng high production and living 
standards is placed upon private initiative — ^the one 
which has given the American worker, by and large, the 
highest real income enjoyed by any national group. 

Certain principles underlie the unemployment com- 
pensation pattern which are germane to the problem of 
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■wage security and the factors that enter into its opera- 
tion along with the annual wage. They may be stated 
briefly as follows: 

Some unemployment is recognized as inevitable with 
changes in production methods and in relative demand 
for competing goods. Even at high employment levels, 
frictional unemployment must be allowed for to permit 
the movement of resources from less to more urgent 
areas of demand. 

The victims of unemployment, especially under mass 
production, have little or no influence over its incidence. 
Most firms, likewise, have only a narrowly limited con- 
trol over the changing demand for their product. 

The layoff is regarded as an employment situation 
that can no longer support the worker. Unemployment 
compensation provides partial support while he is seek- 
ing new employment. Compensation is coupled with the 
requirement that the employee shall accept suitable 
alternative employment which is offered to him. 

The amount of compensation is a fraction of full-time 
earnings when employed. The maximum figure rep- 
resents, for typical cases, roughly one half of full-time 
earnings. It is a prindple of the program that there must 
be enough difference between unemployment compensa- 
tion benefits and full-time earnings to leave incentive 
for seeking a job. 

It is assumed that a maximum duration for benefits 
of five to six months will take care of most unemploy- 
ment situations. If the employee is unable to find a job 
when business is not far below normal, the status of the 
unemployed is regarded as one that must be met 
through public assistance rather than unemployment 
insurance. 

When the duration of unemployment runs beyond 
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the maximum duration for benefit pa3mients because of 
a severe general depression, it is presumed that the time 
has come for supplementary government action instead 
of reliance upon the normal unemployment compensa- 
tion program. 

LEGISLATIVE INDUCEMENTS TO MORE 
STABLE PAY ROLLS 

The Committee on Economic Security, in its report 
to the President recommending sodal security legisla- 
tion, conceived unemployment compensation as “a first 
line of defense especially valuable for those who are 
ordinarily steadily employed, but very beneficial also 
in maintaining purchasing power.”^ Thus, an ofFset to 
loss of earnings on the part of the unemployed was re- 
garded as the immediate function of the program, and 
support that it could give toward maintaining purchasing 
power was regarded as a beneficial by-product. There 
was, however, the expressed hope of expanding the 
social security program to make it a factor in stabilizing 
employment and earnings. At one point in its report the 
Committee went so far as to say, “There would be no 
unemplojnnent problem if all workers were guaranteed 
a sufficient annual wage.”* Toward attaining that end, 
it recommended “that employers be permitted to ex- 
periment with guaranteed employment under the state 
laws, but also that such experiment should be conducted 
only under safeguards.”* 

Two lines of legislative action to supplement the 
basic unemployment insurance program with induce- 
ments to encourage pay-roll stabilization, have been 

^ U. S. Committee on Economic Security, Refort t • the Fresident 

(1935) P- 4 - 

The same, p, 

*The same. 
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taken. One is the adjustment of pay-roll contributions 
in accordance with employment experience rating; the 
other is the partial exemption from payment of over- 
time premiums for firms that qualify under section 
7(b)(2) of the Fair Labor Standards Act. A third re- 
ceiving current attention, but not in the legislative stage, 
is the integration of unemployment compensation pay- 
ments with annual-wage commitments. 

Experience Rating and Stabilized Employment. In 
so far as unemployment is a hazard inherent in the eco- 
nomic system, its amelioration through unemployment 
compensation is assumed as a public obligation. This 
general principle of shared responsibility for the va- 
garies of employment in a dynamic economy is not 
necessarily invalidated by the gradations in contribu- 
tion rates that come under the head of experience rat- 
ing. The allowance of rate differentials, favoring those 
firms whose employment is steady and therefore not 
a drain on the unemployment compensation fund, has its 
precedent in private insurance practice. The right of the 
unemployed to benefits under the Social Security Act 
does not depend upon the experience or the rate of 
contribution of the firm to which the employed has been 
attached. 

In the Wisconsin Unemployment Compensation Act 
of 1932, antedating by three years the federal social se- 
curity program, employers were permitted to substitute 
their own wage guarantees for participation in the state 
unemployment insurance fund.* The emphasis by con- 

^The 96 company guarantee plans established under the Wisconsin 
act were abandoned with the inaugural of the federal Social Security 
Act The federal legislation took note of employers with wage guarantees 
by allowing them partial exemptions from contributions. But the condi- 
tions were too rigid to induce any firms to take advantage of the privilege 
of setting up their own accounts. 
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trast was on the pooled funds with uniform contribution 
rates. The original bill as reported by the Ways and 
Means Committee and passed in the House of Repre- 
sentatives, allowed for no experience rating in state 
unemployment compensation laws. In its final form, 
however. Congress passed the bill with a provision 
authorizing experience rating. The Senate Committee 
on Finance in reporting the amendment which prevailed 
over the House version stated: 

As we deem it desirable to permit the States freedom of choice 
in this respect, we also believe that the Federal law should pro- 
vide for recognition of credits allowed by the States to employers 
who have regularized their employment. . . . All unemployment 
cannot be prevented by any employers, but many employers 
can do much more than they have done in the past to regularize 
employment.”® 

Since the passage of the Social Security Act in 1935, 
the number of states with experience-rating provisions 
has increased until at present all but five operate under 
experience rating. As a practical matter, the insertion of 
merit-rating provisions in state unemployment com- 
pensation laws has been pushed by employers with stable 
employment records, to avoid contributions substantially 
in excess of the withdrawals for which they are directly 
responsible. Sa-dngs to employers under experience rat- 
ing are indicated by the fact that in seven of the states 
with experience rating the average rate is less than 
I per cent, as compared with the standard tax rate of 2.7 
per cent applying to contributors without experience 
rating deductions.® 

Experience rating has not been in operation for a 

® Cited in Issues in Sodal Secunty^ A Report to the House Committee 
on Ways and Means, 79 Cong^. i sess., p. 446. 

* The same, p. 447. 
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sufficiently long period to show whether it may have any 
significant effect either in stabilizing employment or re- 
ducing labor mobility. As a principle, it reopens the ques- 
tion whether the maintenance of total employment 
stability in the sense of jobs available for the greatest 
number is altogether compatible with the emphasis in 
experience rating on the ability to hold a given worker 
under a given employer. Obviously, the desire to retain 
the financial benefits of a low contribution rate is no in- 
ducement to the taking on of extra employees, unless the 
employer may safely assume that he will be able to con- 
tinue their employment. Moreover, the best experience, 
and hence the lowest rates, may be enjoyed when em- 
ployment is high and the ability to contribute to the 
fund is greatest 5 while the highest rates of contribution 
apply to the slack periods when the employer Is least 
able to contribute. 

The right to claim merit rating under the state unem- 
ployment compensation laws depends on the employ- 
ment record and does not require any formal commit- 
ments to guarantee annual wages. It is a problem for 
management to determine how far the savings from 
lowered contributions under experience rating would off- 
set the cost of retaining employees who might otherwise 
be laid off. For companies like Hormel or Nunn-Bush, 
located in states where the reduction in contributions for 
low employment records is substantial, the savings under 
experience rating may weU have a bearing on the terms 
of their annual-wage agreements. 

The relation of experience rating to the encourage- 
ment of annual-wage agreements will be considered 
when we take up the proposal to integrate unemploy- 
ment compensation \rith the guaranteed annual wage. 
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THE FAIR LABOR STANDARDS ACT 

Under the Fair Labor Standards Act (Wages and 
Hours Act) of 1938, the forty-hour work week is the 
maximum for regular hourly wage rates, and overtime 
payments are required in excess thereof. However, sec- 
tion 7(b)(2) of the act permits partial exemption from 
overtime requirements to firms which operate under an 
annual-wage agreement embodying the following fea- 
tures; 

The number of hours of employment under the an- 
nual wage must not exceed 2,080 over a period of 52 
consecutive weeks. The worker must be guaranteed for 
full time at “the regular rate of pay for which he is em- 
ployed.’”^ 

Another barrier for firms wishing to take advantage 
of section 7(b)(2) is in the “prompt wage payment” 
clauses contained in state statutes on labor practices. 
These clauses state how often wages must be paid, and 
prevent the carry-over of workers’ credits from high- to 
low-employment weeks. Thus in Massachusetts, all 
labor must be paid for within one week after the wages 
have been earned. Other states limit the carry-over of 

^ Under the original act the maximnm was feed at a, 000 hours per 
year. It was increased in October 1941 to provide that ^‘the employee 
shall not be employed more than 2,080 hours in any period of 52 con- 
secutive weeks.” By official interpretation of the act, 2,080 hours would 
be a minimum for the pay-roll guarantee as well as a maximum for the 
number of hours employed in the year. According to the formula em- 
ployed by the Wages and Hours Division issued when the hours were 
fixed at 2,000, “the fixed annual wage guaranteed the employee must be 
in an amount equal to the regular rate of pay at which die employee is 
actually employed during the life of the agreement, multiplied by 
2,000 hours or to the regular weekly, semi-monthly, or monthly salary 
at which the employee is actually employed during the life of the 
agreement, multiplied by 52 weeks, 24 half months, or 12 months, respec- 
tively.” U. S. Department of Labor, Collective Bargaining Agreements, 
Interpretive Bulletin No. 8, November 1940, reprinted June 1946, p. 7. 
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employees’ earnings to periods ranging from 8 days, 
in New Hampshire, to 15 days in Alabama.® The em- 
ployee, in other words, may owe time to the employer 
by having wages advanced to him in the weeks of low 
activity, but the employee may not have outstanding a 
credit to be balanced against future regular wages in 
slack periods. A firm must make certain that the annual- 
wage agreement begins during the slack time of the 
year when advances may be made for unearned hours, 
to be paid off with extra hours at a later period. A fur- 
ther deterrent, particularly where the company does not 
operate under a closed (union) shop, is the necessity of 
awaiting certification of the collective bargaining unit as 
bona fide by the National Labor Relations Board. 

In recent years, when employment has been available 
with a considerable amoxmt of overtime, the workers 
themselves have not looked with favor upon the receipt 
of a stable weekly pay check at the expense of the oppor- 
tunity to earn considerable overtime. 

The experience thus far with section 7(b) (2) makes it 
clear that employees as well as employers have a distaste 
for legal restrictions that hedge about their collective 
bargaining agreements and fail to meet the special prob- 
lems of particular industries. Encouragement of annual- 
wage agreements that otherwise are economically feas- 
ible, would require making section 7(b) (a) more flex- 
ible. The act could say simply that all hours above 2,080 
within a given year, must be paid for at overtime. What 
is done about overtime for hours within the 2,080 limit 
might well be left to an understanding between the 
bargaining parties. 

*tJ. S. Department of Labor, Wage Payment and Wage Collec 6 on 
Lam, Bulletin No. 58, Sept, i, 1943. 
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The act should also permit guarantees for less than 
40 hours per week over the guarantee period; the stand- 
ard work week in some industries is already below 40 
hours. 

The experience with section 7(b)(2) of the Fair 
Labor Standards Act as an inducement to annual-wage 
agreements is instructive. It points up the futility of 
trying to spell out for industry as a whole, the specific 
terms of employment under which annual-wage agree- 
ments may be voluntarily effected. 

INTEGRATING UNEMPLOYMENT COMPENSATION 

There is little or no disagreement on the general 
principle that an aimual-wage agreement must in the 
last analysis justify itself through the maintenance of 
sufficient productive employment to supply the real in- 
come contemplated xmder the wage guarantees. How- 
ever, one of the few definite and far-reaching proposals 
made for the encouragement of the annual wage in the 
OWMR (Latimer) report, is for integrating payments 
under an annual-wage agreement with concurrent pay- 
ment from the unemployment compensation fund.® If, 
for example, the wage guarantee amounted to $40 per 
week, and the worker when unemployed was eligible for 
$20 per week of unemployment compensation benefits, 
the employer would supplement the unemployment 
compensation payment with $25 from the funds of the 
company. The presumption behind the proposal is that 
by virtue of this relief from a part of his commitment, 
the employer would be encouraged to undertake an 
annual-wage agreement that he might otherwise con- 
sider unsafe. 


' Guaranteed Wage Study ^ Interim Report, Nov. 12, 1946, Chap. 7. 
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The questions immediately raised by this proposal 
appear worth discussing here because they help to bring 
out the whole issue of creating special inducements to 
annual-wage agreements, apart from those that the busi- 
ness itself could be expected to support. 

How would the integration of the annual-wage obli- 
gation with imemployment compensation benefits afFect 
the ability of employers to make annual-wage commit- 
ments? How would it affect the employee under annual- 
wage agreements? What would be its effect on the un- 
employment compensation program? Would it induce 
more employment? 

WhetW the sharing of the annual-wage commitment 
between unemployment compensation and the guaran- 
teeing employer constitute a net advantage to the em- 
ployer would depend in the first place on the experience- 
rating plan provided in the unemployment compensation 
law of a given state. 

It has been noted that all but five of the states reduce 
the rate of contribution in accordance with the employ- 
ment record of the employer. In several states the favor- 
able employment experience of a company may reduce 
its contribution to the unemployment compensation fund 
from 3 per cent or more to i per cent or less. That spread 
woidd represent a very substantial contribution to the 
ability of a firm to carry some of its burden. If, as ex- 
pected, the effect of the annual wage is to be one of 
increasing efficiency and improving morale, there is an 
additional compensation to the employer to carry the 
burden of the annual wage. 

When the experience-rating rebates to the company 
are so substantial, it might prove a net expense to the 
company to accept contribution from the unemployment 
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compensation fund, and thereby put the company in a 
lower experience-rating class. In the case of the Hormel 
Packing Co., with an annual pay roll of 15 million dol- 
lars, the 2 per cent rebated imder the Minnesota ex- 
perience-rating plan means $300,000. The company has 
calculated roughly that when some former employees 
collected an aggregate of $900 over three years from 
the unemployment compensation fund as a result of dif- 
ference of opinion regarding the eligibility of the 
employees discharged, the company was penalized 
$150,000 in tax payments as a result of the change 
thereby effected in its experience rating.^® 

To dip into the unemployment compensation fund, in 
order to keep an annual wage going, would seem a con- 
fession on the part of the company that it does not have 
a production basis for carrying the load itself, but is 
making a commitment which it can but partially make 
good. The contribution from the unemployment com- 
pensation fund offers, in effect, the opportunity to lay 
off workers earlier, at half cost to the firm, rather than 
to find, if it can, additional means of utilizing their serv- 
ices. 

The annual-wage agreement has a declining attrac- 
tiveness as the end of the contract period approaches. 
The protection of unemployment compensation is 
needed when a guarantee contract has expired and lay- 
offs are indicated. It would be a more realistic arrange- 
ment, safer for both employer and employee, to frame 
the guarantee strictly in terms of what the business can 
reasonably support. If layoffs must be made, let the 

“ U. S. Bureau of Labor Statistics, Guaranteed Wage or Employment 
PlanSy Report to the Advisory Board of the Office of War Mobilization 
and Reconversion, App. C. pp. Dz-3^. 
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employee be in possession of his maximum tideover 
benefits under the unemployment insurance fund. We 
should then at least be facing the fact that the annual 
wage must ultimately come out of production. We 
should also save the employee from the loss of unem- 
ployment compensation protection when the guarantee 
could not be sustained. 

Suppose an employer has guaranteed 50 weeks of 
work, and he has no work at or before the end of the 
30th week — ^that is, with a contract still having 20 weeks 
to run. If the annual wage is integrated with unemploy- 
ment compensation, the employee’s benefits will be 
drained out of the unemployment compensation fund 
throughout the twenty-week period. If the employee is 
out of work at the end of the guaranteed period, he may 
find himself stranded, without unemployment compensa- 
tion credits. If, however, the employer,.is compelled to 
stay with the commitment that he has made, and then dis- 
charges the employee when the agreement runs out, the 
employee still has the full duration of his unemploy- 
ment compensation benefits to look forward to while he 
is seeking another job or waiting to be re-employed. 
Certainly in most cases the employees would feel them- 
selves cheated under an annual-wage agreement that 
meant the loss of opportunity to share in unemployment 
compensation benefits when the annual-wage contract 
expired. 

Administratively, payment under annual-wage agree- 
ment by a specific employer and concurrent benefits 
under the public xinemployment compensation fund 
would seem incompatible. Unemployment compensa- 
tion is intended primarily to tide over the worker while 
he is in search of other employment. The worker must 
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accept other suitable employment available to himj 
otherwise he loses his unemployment compensation 
rights. The annual wage, on the other hand, is essen- 
tially a plan which attaches the employee to the com- 
pany’s pay roll as a member of the working force even 
when there is a lack of orders. If the employee under 
the pressure of the unemployment compensation re- 
qvurements should take another job, he has thereby 
ended his attachment to his former employer and the 
guarantee that goes with it. If the guarantee remaned 
in force while the employee was taking work elsewhere, 
the new employer would certainly be in an unfavorable 
position in trying to hold his new employee. 

In the anomalous situation thus presented, the em- 
ployees would understandably move toward an industry- 
wide arrangement under which their annual-wage privi- 
leges would carry over from employer to employer, if 
they had to be available for a job with another employer 
in order to get the unemployment compensation benefits 
as part of their guaranteed wage. Related complications 
developing out of the total pay-roll arrangement are not 
difficult to imagine. The whole idea of combining unem- 
ployment compensation with the annual wage would ap- 
pear to weaken the emphasis on regularizing production, 
and to put it on persuasion for a formal guarantee, where 
it cannot be supported on its own productive base. 

Public versus frivate obligation. From the standpoint 
of the economy as a whole, unavoidable idleness is car- 
ried as a legitimate social cost when the eligible employee 
is laid ofiE and seeking other work. But it is frankly a 
partial tide-over arrangement, certainly not a substitute 
for full-time pay. To convert the moderate unemploy- 
ment compensation benefits during enforced idleness into 
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an arrangement for lOO per cent compensation during 
underemployment seems of all possible schemes the least 
calculated to result in additional positive measures on 
the part of the employer to create productive employ- 
ment matching his guarantee, or on the part of the em- 
ployee to find new employment in justification of his pay 
check.“ 

Presumably, the greatest need for supplementation of 
company guarantees with unemployment compensation 
funds during enforced idleness would be in capital goods 
industries tending to have prolonged layoff periods. But 
that may be exactly the area of industry where the lay- 
offs, if fully compensated with the help of unemploy- 
ment insurance, could mean a prolonged freezing of 
workers in enforced idleness when their time should be 
used to better advantage elsewhere. The economic prob- 
lem is essentially one of increasing total employment 
with adequate mobility and versatility of effort, rather 
than the subsidizing of idle time.^® 

Fuller use of public funds, beyond unemployment 
compensation benefits, is more properly reserved for 
major depressions, when a whole people must shoulder 

“Since there is no tax on unemployment compensation benefits, the 
recipient of full pay partly defrayed from unemployment compensation 
funds, would actually have a greater net during unemployment than 
he could obtain from his pay on normal full-time work, which is 
fully taxable. Hence, the suggestion that under those conditions — if a 
man could retain his seniority while unemployed — ^men with the highest 
seniority would want to be the first rather than the last to be laid 
oif. 

“a few machine tool firms, by locating away from metropolitan 
centers, fit into a pattern where those who must be laid off can turn 
to work needed on their own small farms, or those of relatives, or 
become available on construction or public projects which may be speeded 
up when the community has plentiful labor. The dovetailing of com- 
plementary industries within the same general area is another reported 
device for maintaining production through planned mobility. 
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a situation that cannot be worked out by private re- 
sources or individual resourcefulness. 

Among the measures designed to foster extension of 
the annual wage, the proposal for sharing payments — 
dividing annual-wage commitments between the em- 
ployer and the unemployment compensation fund — ^is a 
straw in the wind. It suggests — ^in keeping with the his- 
tory of other subsidies — ^that, should the annual-wage 
commitment become the vogue, pressures to conserve 
it for its own sake must be expected to ensue. 

TAX POUCY TO SUPPORT THE ANNUAL WAGE 

A less involved method of inducing the extension of 
annual-wage commitments than that discussed above is 
by way of tax exemption for private unemployment re- 
serves. Under present conditions, contributions to em- 
ployee pension, profit sharing, or sickness insurance 
funds may be treated as labor expense for tax purposes. 
But a fund set aside as a reserve against future pay-roll 
contingencies is taxable, and cannot be treated as expense 
except as it is actually paid out to employees. If reserve 
funds definitely earmarked for wage payment purposes 
were likewise treated as labor cost at the time such funds 
were set aside, the saving of up to 38 per cent in taxes on 
the reserves would allow for significant liberalization of 
the commitments of the firm. Partial tax recovery from 
such funds would come later, to the extent that addi- 
tional incomes thus received by employees become tax- 
able. 


ANNUAL WAGE RELATED TO FULL- 
EMPLOYMENT PROGRAM 

The subject of government fiscal policy to support the 
annual wage, opens up a field much broader than taxa- 
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tion of wage reserves. It has already been noted that any 
substantial additions to the total reserves of the nation, 
accumulated during high-employment periods and liqui- 
dated during periods of lower employment, would call 
forth active management of currency and credit by the 
treasury and the banking system. But that is only one 
of a number of respects in which public financial pro- 
grams may be tied to proposals for generalizing the an- 
nual wage. 

Advocates of the extension of the annual wage are 
generally aware that, to survive, it would have to carry 
itself with productive employment. The generalized 
annual wage is therefore often considered in conjunction 
with the general issue of “full employment,” It seems 
to be taken for granted that if we planned for high levels 
of production and the corresponding high levels of em- 
ployment, the annual wage could fit into the picture as 
the clinching factor in economic security. To that end, 
the program for extension of annual-wage guarantees 
across industry is linked to government measures to re- 
inforce the guarantees by maintaining a general high 
level of demand for goods and services. 

Roughly, the formiJa for the support program may 
be represented as follows: 

Spread the guarantee of annual wages to induce maxi- 
mum utilization of manpower j to x dollars of private 
spending thus generated and y dollars of normal gov- 
ernmental expenditures, add, by way of direct govern- 
ment investment as well as indirect forms of fiscal en- 
cours^ement, enough z dollars to bring up the level of 
total demand to the desired goal — to a national product 
of X -j- y -f- z — sufficient to match the employment 
guarantees. 
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The question of how the government wovild attain 
that desired magnitude of total product is an involved 
problem, going beyond the scope of this analysis. Our 
interest here is rather in noting briefly the turn that a 
full-employment program might take when related to 
the guarantee of an annual wage. If the application of 
the “formula” as stated above were to mean that the z 
dollars of the national product added by the govern- 
ment could actually produce “full employment”, the 
device of an aimual-wage guarantee would seem su- 
perfluous. What is really meant, however, is that vith 
a government plan successfully contributing toward a 
high level of employment, the national outlay in annual- 
wage guarantees to take care of frictional unemployment 
would be a manageable total as well as an employment 
stimulus. 

A few observations suggest themselves as to the valid- 
ity of that expectation. 

To be sure, additions to the national product can be, 
and have at times been, attained by increasing govern- 
ment expenditures — especially under a war-directed 
economy, or when private investment and its support of 
production are low. (This is apart from any argument as 
to how long or under what conditions government funds 
might continue to be eflFective in producing the net incre- 
ment.) It may also be taken as a truism that there would 
be less drain against annual- wage guarantee funds as a 
whole when levels of production are thus successfully 
maintained. But it does not follow that government ef- 
forts to add to the general total product would be better 
served by guarantees that tended to hold employees in 
their established occupations. With high employment suc- 
cessfully stimulated, the finding of jobs would be made 
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easier. But the continuity of one’s accustomed job in a 
specific line — which is what the annual wage directly 
guarantees — ^would still be a problem within industries 
and within communities. Unless government stimulation 
of demand were bent on stabilizing the ejdsting indus- 
trial pattern and steered its priming efforts accordingly, 
would there be greater security in governmental “full- 
employment” support against irregular or shifting labor 
demand than we have with the planning that is done as 
a matter of course in private enterprise? 

We could have a 15 per cent increase in the demand 
for automobiles, refrigerators, and other durable lines 
and still have some acute problems arising in relation to 
the amount of specific annual-wage guarantees. Not 
every company concerned would share proportionately 
in that increase. It is well enough for a division in the 
Department of Commerce, as a general guide, to project 
a hypothetical increase in total product on the basis of a 
calculated percentage rise in each area of industry based 
upon its previous trend. But the fact remains, that when 
we change the total of the national income, we also 
change the proportions in which the total demand cor- 
responding to that income is distributed among products 
and services. Firms of different size and financial re- 
sources and financial position will differ in the amounts 
by which they step up their quotas, or capture a share 
in the total demand. An increase in the use of refrigera- 
tors and newer heating equipment is no guarantee that 
the coal and ice man will be able to keep his ice routes 
busy and be in a better position to make good his guaran- 
tees. High turnover and high prosperity, as we have 
seen, usually go hand in hand. 

If we put the stress upon guaranteed armual wages 
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across industry as an essential of security, we oblige the 
government to do something more than push for high 
totals of production in general. We must expect the gov- 
ernment to prevent some firms from getting ahead of 
the procession, lest they caxise underemployment in cer- 
tain competing lines. The government must be prepared 
to reimburse the less-favored firms or industries which 
drain their reserves under the guaranteed annual wage, 
so that their employees will not need to move elsewhere. 

The guaranteed aimual wage is not a device for find- 
ing a job. It is a device for laying claim to a job. To the 
individual, holding on to his job appears not only de- 
sirable but urgent. It is questionable whether the total 
income security provided by a highly productive, dy- 
namic society, can be reconciled with an emphasis on job- 
holding in the sense of staying on a given pay roll un- 
related to its equivalent in product. Even if private 
initiative is supplemented with the liberal use of gov- 
enunent stimuli, any general blanketing of industry with 
an annual wage creates vested rights that run counter 
to the attainment of the high production levels. Indeed, 
with high production, annual-wage guarantees yield in 
importance to job-finding opportunity, in assuring in- 
come. 

A common fund of unemployment insurance under 
government auspices is rightly regarded as essential in an 
industrial economy, to care for the unavoidable hazards 
of unemployment. It represents the welfare minimum re- 
served for the employee and his family while he seeks 
re-employment. Beyond that, the contractual relation- 
ships between employers and employees in a given busi- 
ness, to have substance, must reflect the nature and 
capacity of that business. No denial is suggested of the 
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privilege of employees to seek maximum advantages 
consistent with the ability of the business to support 
them. Within this framework there is room for progress 
in such areas of employee welfare as dismissal pay re- 
lated to length of service; employee savings and health 
insurance plans; job retraining programs, both in con- 
nection with unemployment insurance and individual 
firm problems. Arrangements between a firm and its em- 
ployees in which tenure of employment is ofiFered as an 
aid to employee morale or efficiency are as legitimate a 
subject of bargaining as any other measure aimed at im- 
provement of the employee’s status as breadwinner and 
personality. On the broader front of economic stability, 
it is assumed that the problem of reducing cyclical fluc- 
tuations must continue to receive major consideration at 
the level of national public policy. 

But the route of economic progress under a system 
of private enterprise must logically lead from advances 
in the utilization of materials and senfices to the increase 
in real security. The spread of wage guarantees across 
industry would mean paper secxirity if over any substan- 
tial period pay rolls did not truly reflect the production 
of the guarantor firms or industries. 

A national employment program headed toward “full 
employment” — ^irrespective of the degree of govern- 
ment participation — can be successful to the extent that 
it opens new job opportunities. In that respect the drive 
toward full employment would be inconastent with the 
widespread guarantee of the status quo in employer- 
employee relationships. The achievement of the latter 
could well involve the enlistment of the government in 
the role of supporting specific industries and individuals 
rather than expanding total employment opportunity. 
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SUMMARY OF FINDINGS 

The proposed program of annual-wage guarantees 
across basic industries, as a step toward increasing the 
postwar security of wage earners, has raised qu^tions of 
economic policy to which the scattered, previous experi- 
ences of firms with individual employment stabilization 
plans are not applicable. 

The study has not concerned itself primarily with in- 
dividual employment and wage stabifization plans that 
confirm, in formal language, the degree of stability al- 
ready achieved in a company’s output and employment. 
It takes for granted the continuing obligation of manage- 
ment to eliminate hiring and firing practices which un- 
dermine the dignity and stability of the worker and his 
family. 

The study has been concerned rather with current 
proposals to start with the guarantee of substantially 
full-time pay rolls as overhead, in the expectation that 
industry, having to meet these guarantees, would find 
ways to stabilize production and give greater security 
at higher levels of employment. It has attempted to see 
how business would meet this obligation — ^the impact on 
total employment, on competitive practices, and on busi- 
ness fluctuations that make for insecurity. It has also 
indicated some of the supplementary measures that may 
be required to give reality to the guarantees. 

Carryover of individual experience %mth guarantees. 
Firms which have initiated wage-security plans offer a 
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mixed, though limited experience. The bulk of the plans 
initiated prior to 1930 did not survive, either because 
their commitments proved untenable, or the advan- 
tages proved negligible to employees. In general, 
the successful experiments are in companies with pre- 
dictable seasonal or other short-term changes, where the 
pay checks of high and low weeks can be averaged, and 
where the production and marketing miscalculations of 
a current period can be corrected by adjustments in the 
succeeding period. Nearly all continuing plans are in 
nondurable consumer goods and services, in lines with 
peculiar advantages of stability, or with special employ- 
ees apart from the main labor group. 

The successful experience does not meet the situation 
of basic industries subject to cyclical fluctuations, where 
the tinaing and the duration of the decline are not pre- 
dictable, and where the accumulation of inventories 
would intensify the market decline. 

The results attained by a selected firm adjusting its 
operations to sustain regularity of employment for its 
own employees, do not justify the expectation of similar 
results if all members of an industry simultaneously 
followed the same practices. The flexibility character- 
istic of the isolated plan tends to disappear as a larger 
percentage of the firms move in a body to take on, hold 
down, or eliminate certain lines in order to sustain an 
even level of employment. 

Position of labor. Organized labor, too, has had a 
mixed experience and is divided on the annual wage. 
The reactions of labor leaders range from active advo- 
cacy of the policy in newer unions and in those largely 
expanded during the war, to vigorous opposition among 
older unions and craft unions. 
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From the standpoint of employee seomty, the in- 
dustry-wide assumption of annual-wage agreements 
challenges labor with the following problems and al- 
ternatives: 

1. Where the workers are represented by a national 
industrial union, the general guarantee of an annual 
wage would logically presuppose agreement between la- 
bor and management on the aggregate man-hours of 
employment that an industry can support, and the num- 
ber of workers among whom the guaranteed employ- 
ment had to be allocated. The accuracy of that forecast 
would be a factor in determining the continuance of the 
guarantees and their relative value to different classes of 
workers. 

2. Additional responsibilities would be placed upon 
the labor organization in determining the priorities 
against discharges and changes in eligibility for guaran- 
tees when an industry could no longer maintain its 
guarantees or where agreed limits of the guarantee fund 
have been reached. Stratification of employees by seni- 
ority rights would be accentuated. 

3. Caution of individual firms against taking on ad- 
ditional employees, for fear of acquiring additional 
guaranteed overhead, would tend to freeze employment 
among the older generation of workers and slow down 
the opportunities for younger workers to break into the 
established labor force. 

4. A substantial segment of total employment repre- 
sents the sum of short-term jobs. Some industries have 
natural peaks that cannot economically be leveled. The 
extra crews released by such industry are vital to pro- 
duction in others. It is important to distinguish between 
two aspects of security: one is reflected in continuing em- 
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ployment on a given job; the other lies in the oppor- 
tunity to find one’s best niche as an employee without 
being barred by guarantees which solidify the existing 
labor force against outsiders. 

5. The steadiness of employment in heavy industry — 
where insecurity becomes most acute — depends upon the 
freedom of movement of employees into lines of business 
for which new capacity is being produced to meet changes 
in consumer choices. In so far as guarantees checked 
mobility toward new or expanding areas of employment, 
they would reduce the opportunity of the critical capital 
goods areas to sustain employment. 

The varying production and employment pattern. 
The annual-wage issue has its natural focus of interest 
in manufactures and related heavy industry, including 
construction, mineral extraction, and transportation. It is 
the area in which employees are largely wage workers 
on an hourly basis, and in which the widest fluctuations 
in employment occur. 

Within the industrial segment, individual lines differ 
widely in their reactions to technological innovations, 
changes in consumer preference, social changes, or natu- 
ral phenomena. Obsolescence and decline in some estab- 
lished industries have accompanied the rapid develop- 
ment in newer areas of production. There are marked 
differences in the amplitude of fluctuation between dur- 
ables and nondurables; between producers’ and con- 
sumers’ goods; between standard and special lines within 
an industry. There is also wide variation in the degree 
to which specific lines of industry are sensitive to the pull 
of general business conditions. 

While seasonal fluctuations are in the main calculable 
and capable of adjustment toward smoothing produc- 
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tion and employment, the longer term fluctuations — 
typical of producers’ goods and heavy industry — ^are 
largely outside the control of a given firm or industry. 

Impact on htshtess policy. In meeting the overhead 
of the annual wage, the following tendencies in company 
policy appear as logical developments: 

The labor force would be confined so far as possible 
to those who could be kept continuously employed. When 
the guaranteed workers are fully employed, the accept- 
ance of additional orders would be conditioned by the 
prospects for absorbing further pay-roll obligations in 
guarantees to new employees. Whether orders were lim- 
ited, or the guaranteed force put on overtime to avoid 
additional commitments, the pressure on prices would be 
upward. In a declining market, the need for additional 
business to meet the labor overhead would make for 
price concessions and lower prices. The spread between 
high and low prices would be accentuated as firms simul- 
taneously employed aggressive tactics to meet their pay- 
roll commitments. Joint controls would be indicated, to 
keep these firms from getting out of hand. 

The immediate effect of the wage-guarantee conunit- 
ments is to postpone layoffs to the end of the guarantee 
period. Measures designed to prolong the employment 
of the guaranteed labor, through inventory-building or 
special concessions to attract new business, must be 
wdghed against the effect of more drastic layoff notices 
and pay-roll reductions at the end of the guarantee 
period. 

The advisability of smoothing out the guaranteed 
overhead, over the appropriate time period, would prob- 
ably be recognized by setting up adequate liquid reserves 
to meet pay-roll contingencies. They might be treated 
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as a social cost to be borne by the consumer. If not borne 
by the consumer in higher prices, the wage reserves 
would be created by reducing surplus and dividends or 
outlays for capital equipment and expansion. The 
stronger firms and those in a position to administer prices 
would undoubtedly allow for such reserves. The smaller 
firms would as a rule be less able to set aside wage re- 
serves. They would be imder heavier pressure to meet 
pay-roll overhead with more severe competition for new 
business, increasing the prospect of business failures 
among submarginal firms. 

An unfavorable experience under pay-roll guarantees 
is likely to build up support for price fixing and quota 
arrangements among the members of the industry, or 
the intervention of the government as a purchaser of 
supplies not otherwise marketable. Such efforts at mu- 
tual protection would have to be reconciled with our 
antitrust laws. 

Consumer demand and industrial employment. The 
chief hope of the annual-wage guarantee as an aid to 
employment security lies in a faith that the guarantee of 
current pay rolls will stabilize consumer purchasing 
power and thereby sustain employment across all 
branches of industry. This expectation fail? to take into 
account the wide variation among industries. It over- 
simplifies the facts of consumer behaAnor and the flow 
of consumer incomes, especially as to durable goods, 
where insecurity of employment is concentrated. 

While aggregate pay rolls, consumption, and total 
production move generally in the same direction, the 
record shows that in sustaining high pay-roll levels, pur- 
chases of consumer durables are no more consistent than 
are business capital expenditures. Notably in the impor- 
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tant area of residential building, consumer expenditures 
declined continuously over the five years preceding the 
boom of 1929, when residential building was only one 
half as high as in 1924 and lower than in any year since 
1922. This was in spite of the fact that industrial produc- 
tion and business capital formation were steadily rising 
and sustaining the upswing of the twenties. 

Periods of heavy investment by consumers in durable 
goods set up higher instalment obligations for the fam- 
ilies concerned, which modify the fractions of their in- 
comes available for other commodities. Unless new con- 
sumers come along, and unless total production rises so 
that those who have tied up their incomes with durable 
goods can create and receive additional income to support 
their nondurable goods purchases as well, shifts in em- 
ployment with declines from high levels in specific fac- 
tories and commodities, are inevitable. 

Guaranteed pay rolls and mass consumer power do 
not ensure crucial areas of capital goods production 
which depend upon new investment. Expanded invest- 
ment may depend largely on new inventions and tech- 
nology and on the prospect of modifying producers’ or 
consumers’ preferences, rather than on the incidence of 
current pay rolls or consumption. Foreign market expan- 
sion demands, in return, increased importation of equiva- 
lent quantities of goods and services; these may improve 
the total economy at the expense of pay rolls in specific 
areas of domestic industry. 

Other impacts on business structure. Leveling of 
peaks and valleys in production of capital equipment and 
other investment goods would mean, ideally, the auto- 
matic transfer of workers from producers’ to consumers’ 
lines, to prevent excess capacity from building up beyond 
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current requirements} and, vice versa, the automatic 
return of labor to producers’ lines as larger capital out- 
lays are resumed. 

The combination of factors entering into the mainte- 
nance of specific employer-employee commitments im- 
plies that to sustain wage guarantees across industry 
would require disciplining of consumers’ choices so that 
they would purchase the kinds of goods for which sus- 
tained employment must be encouraged. On the pro- 
ducers’ side, controls would be needed to prevent new 
industrial developments from entering into conflict with 
lines already obligated to continue their pay rolls. 

If the support of existing pay rolls is to be the first 
consideration, first choice would have to be given to es- 
tablished businesses in absorbing competing lines or im- 
proved processes, so that such companies could allocate 
production in accordance with their pay-roll commit- 
ments. This would lead, logically, to enfranchisement 
of industrial monopolies having stability of employment 
for their respective labor forces as the primary goal. 

Tie-in with unemployment compensation. The sug- 
gested integration of unemployment compensation funds 
with the annual-wage commitment, so that the employ- 
ers’ guarantee would supplement the soda! security 
payments, would introduce a conflict of objectives. Un- 
employment compensation represents our common re- 
sponsibility to bear the sodal cost of unavoidable layoffs. 
It requires that the eligible benefidaries seek other suit- 
able employment and accept it when offered. It suds the 
removal of the employee fi^m the business situation that 
cannot support him. Were unemployment compensation 
funds to be included as part of the guarantee payment, 
that would mean a public contribution to carry out a 
private contract between employer and employee. In 
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efFect, it would bring unemployment compensation up 
to 100 per cent of full-time earnings while the employee 
was attached to a pay roll. It would, in the case of an 
extended layoflF, leave the employee without any unem- 
ployment compensation benefits on which to fall back 
when his guaranteed employment ended. The public 
compensation program as a backlog for the workers seek- 
ing employment, should not be confused with terms of 
employment worked out between the employee and the 
employer. 

Essentials of security. Few managements would deny 
that there is room for improvement in the design of pro- 
duction and marketing programs so that they may reflect 
a keener and more sympathetic insight into their eflFects 
on security and employment. But any general measures 
to secure particular employees in their established jobs 
have to be weighed against what must be given up in 
return, to see whether the net result is a higher and more 
equitably shared standard of living. 

Included in the standard of living is the freedom of 
economic opportunity permitted to the job makers and 
the job seekers; also the degree of choice available to or 
desired by the consumers. How valuable these privileges 
are rated may depend upon the degree to which they 
are or are not already available. To the consumer who 
is still short of the basic necessities, security in the present 
job may be the primary consideration; discussion of 
progress beyond that point might appear academic. For 
the majority of Americans, however, stabilization of 
consumer purchases to conform with a predetermined 
pattern of employment overhead would probably seem a 
big price to pay in return for job stabilization. Inves- 
tors and business owners may likewise differ as to what 
is of first importance; some are in search of “absolute 
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safety”, while the others recognized that investment for 
safety alone would spell the decay of the enterprise ele- 
ment in the economic structure. 

There are many stopping points between the extreme 
of laissez faire and the extreme of a completely planned 
economy. Some individual firms have found that they 
can give stability of employment as a matter of course. 
To them the announcement of an annual wage would 
be a mere formality. Others have made a positive effort 
to stabilize some of their operations and have success- 
fully done so without jeopardizing the general com- 
petitive situation in their industry. Undoubtedly, more 
firms could enter upon programs of gradually enlarging 
their formal commitments without seriously cutting 
down the opportunities of employment for nonguaran- 
teed outsiders. But a law of diminishing returns is bound 
to catch up with successive extensions of the scheme, 
to the point where business firms are preventing each 
other from moving ahead. 

Obviously, the greatest difficulty in achieving stabi- 
lized pay rolls is in durable goods where production is in 
response to special orders for replacement or new busi- 
ness. To saddle those industries in advance with any sub- 
stantial employment overhead woxxld mean either (a) 
disproportionate price rises in durables generating re- 
sistance to investment, or (b) public programming of 
large sectors of the economy to match thdr commit- 
ments. 

To start with the guarantee of annual wages as an 
obligation upon an industry which is not adequately pre- 
pared to meet the commitments would set into motion 
defensive measures tending to diminish rather than in- 
crease the opportunities for higher production and em- 
ployment through the mechanism of an open market. To 
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guard against the market disturbances resulting from 
changes in investor preference or consumer preferences 
would require the disciplining of private enterprise with 
public controls of consumption, production, and income 
flows. 

There is no assurance that the guarantee of pay roll 
tenure for individuals in their present jobs would work 
hand in hand with efforts to achieve “full employment.” 
To achieve full employment presumes the opening up 
of new job opportunities in new or improved lines of en- 
deavor. Indeed, a policy of encouraging the expansion 
of employment may find resistance in a program aimed 
at guaranteeing present persons in their present jobs. To 
protect a general pattern of wage guarantees would 
mean the placing of orders in the areas occupied by 
present job holders whether or not they represented the 
most productive — ^that is the most progressive — ^use of 
materials and man power, 

A young and growing nation is marked by confidence 
in the ability of its individuals to create opportunities for 
expanding output and improving economic levels. What 
it seeks mainly to protect is the sporting chance — ^the 
freedom of opportunity to make the most of one’s abili- 
ties. The emphasis on insurance of status is likely to de- 
velop as confidence in the rewards of individual enterprise 
gives way to the fear that there may not be enough to go 
around unless the shares in the total product are rationed. 
The general guarantee of jobs and pay rolls implies the 
general acceptance of fixed placements in a regulated 
economy, A basic decision to be made, before widespread 
guarantees are instituted in any but the already stable 
consumer lines, concerns the kind of economic order we 
are prepared to accept in order to ensure ejdsting jobs 
and pay rolls. 
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1. Total Numbee op Gitaeanteed Wage oe EMPLomEsx Plajss in Bueeau op 
Laboe Statistics Stjevey That Weee in Operation Each Year, 1S93-4S* 


Year 

Number 
of plaps 
in oper- 
ation at 
the end 
of each 
year 

Year 

Number 
of plans 
In opera- 
tion at 
the end 
of each 
year 

1893 

1 

1929. . 

35 

1894-95 

2 

1930 

.36 

1896-1904 

3 

1931 

.38 

1905-11 

4 

1932 

41 

1912 

5 

1933 

46 

1913 

6 

1934 

148t> 

1914-15 

7 

1935 

68 

1016 i 

g 

1936 

79 



1937 

87 



1938..... 

107 



1939 

125 



1940 

138 

1921 


1941 

154 

1922 

■ ■ 

1942 

166 

1923 


1943 ! 

167 

1924 


1944 

183 

1925 


1945 

185 

1926 

29 

(Data not available — 11 plans) 

196 

1927 

31 



1928 

32 




J Guaranteed Report to tlie President by the Advisory Board, OWMR (1947), p. 295. 

** Includes 96 plans initiated under the encouragement of the tax exemption provisions of 
the 'i^sconsin unemployment compensation law in z 93 4 and discontinued in 1935 when the 
tax exemption was estimated. 


2. Number op Currently Operating Guaranteed Wage or Employment Plans in 
Bureau op Labor Statistics Survey, by Total Number op Wage Earners^ 


Total 


Total ni^ber of wage earners in establishment or 
establishments covered by plan 


Number of 
currently 
operating 

plans 

196 ^ 


Less than 25... 

25 to 49 

SO to 74 

75 to 99 

100 to 249 

250 to 499 

500 to 749 

750 to 999 

1.000 to 2,499.. 

2.500 to 4,999.. 

5.000 to 7,499.. 

7.500 to 9,999.. 

10.000 and over. 


64 

29 

13 

5 

23 

14« 

3 

3 

6« 

6« 

2 

1 

3 


Total employment not available, 


24 *^ 


J Gttarat^eed Wages, Report to the President by the Advisory Board, OWMR (i947)» P* 397* 
® A guaranteed wage or employment plan embodied in a master contract between a trade 
association and a umon is counted as a single plan, and is classified accordiag to the total 
number of wage earners in all of the covered establishments. There are 10 such cases. 

® Includes z master contract plan, 

" Includes 7 master contract plans. 


*47 
















3. Distribution of Nonagricultural Employment, 
(In thousands) 


Industry 

Total, 

Number of Persons Engaged, 
in Firms with 

All Size 
Classes 

0 

Em- 

ployees 

1-3 

Em- 

ployees 

4-7 

Em- 

ployees 

8-19 

Em- 

ployees 

total, all industries 

28, 463. S’" 

1,632.1 

3,134.0 

1,805.8 

2,018.3 

MINING 

790.1 

1.4 

22.0 

25.2 

52.5 

Metal and coal mining 

Crude petroleum and natural 

569.6 

.8 

5.7 

6.8 

17.9 

gas 

Nonmetallic mining and 

136.6 

.3 

13.0 

14.1 

20.7 

quarrying 

83.9 

.3 

3.3 

4.3 

13.9 

CONTRACT construction 

1,457.8 

113.9 

134.8 

1S9.7 

198.4 

MANUFACTURING 

11,270.6 

46.0 

194.9 

188.3 

394.7 

Food and kindred products. 

1,534.7 

11.9 

66.9 

56.1 

69.0 

Tobacco manufactures 

123.1 

.1 

.6 

.8 

1.4 

Textile mill products 

1,300.7 

.4 

.8 

1.2 

5.7 

Apparel, etc 

Lumber and timber basic 

939.8 

2.1 

9.2 

20.2 

63.2 

products 

Furniture and finished lum- 

460.6 

1 

5.5 

26.7 

22.1 

35.7 

ber 

421.6 

3.0 

6.6 

7.9 

21.8 

Paper and allied products. . . 

290.3 

.1 

.8 

1.5 

7.1 

Printing, publishing, etc. ... 
Chemicals and allied prod- 

618.7 

13.5 

37.3 

29.0 

59.8 

ucts 

Products of petroleum and 

429.4 

.2 

3.7 

5.9 

15.8 

coal 

416.2 


.6 

.7 

1.7 

Rubber products 

183.0 

.2 

1.6 

1.4 

2.0 

Leather and leather products 
Stone, clay and glass prod- 

395.1 

.2 

1.3 

2.0 

5.6 

ucts 

Iron and steel and their 

408.9 

.3 

3.7 

5.5 

14.2 

products 

1,290.1 

.3 

2.1 

6.3 

25.6 

Transportation equipment. . 

244.4 

.1 

.5 

.8 

4.4 

Nonferrous metals 

259.8 

.9 

5.3 

7.9 

13.7 * 

Electrical maclunery 

436.2 

.1 

.3 

1.0 

4.0 

Machinery (except electrical) 

708.3 

.5 

6.3 

7.5 

19.1 

Automobiles and equipment 
Miscellaneous manufacturing 

498.4 

.1 

.6 

1.0 

3.1 

311.3 

6.5 

20.0 

9.5 

21.2 


* Adapted from U. S. Bureau of Foreign and Domesdc Commerce, Survey of 
Current Businessy May 1944, p. $. Size is measured in number of paid employees;— 
not in terms of total employment including entrepreneurs and unpaid family 
workers. 

The comparable total from the labor force census is 518,025,480. The number of 
paid employees reporting to the Bureau of Old Age and Survivors Insurance in 
1939 was 24,414,414, This plus entrepreneurs and unpaid family workers reported 
by the Census, gives a grand total of 28,582,385. 




by Industry and Size of Firm — 1939* 

(In thousands) 


Number of Persons Engaged, 
in Firms with 

Industry 

20-49 

Em- 

ployees 

50-99 

Em- 

ployees 



■SB i 

mmm 

1,814.6 

2,394.8 

2,071.9 

11,489.0 

TOTAL, ALL INDUSTRIES 

70.5 

65.8 

99.5 

129.2 

324.0 

MINING 


41.1 

78.1 

111.3 

277 A 

Metal and coal mining 

Crude petroleum and natural 

16.2 

15.4 

10.7 

9.3 

36.9 

Nonmetallic mining and 

23.8 

9.3 

10.7 

8.6 

9.7 

quarrying 

185.6 

119.6 

153.5 

128.5 

263.8 

CONTRACT CONSTRUCTION 

718. S 

875.2 

1,271.1 

1,144.3 

6 , 437.6 

MANUFACTURING 

81.8 

84.6 

111.2 

130.9 

922.3 

Food and kindred products 

2.6 

3.9 

4.6 

7.9 

101.2 

Tobacco manufactures 

27.2 

72.0 

173.9 

63.6 

955.9 

Textile mill products 

149.7 

150.7 

166.0 

113.7 

265.0 

Apparel, etc. 

Lumber and timber basic 

70.7 

58.5 

64.7 

60.3 

116.4 

products 

Furniture and finished lum- 

42.3 

58.5 

92.9 

43.1 

145.5 

ber 

16.9 

47.5 

51.8 

32.7 

131.9 

Paper and allied products 

54.0 

60.5 

56.4 

65.5 

242.7 

Printing, publishing, etc. 
Chemicals and allied prod- 

31.7 

46.8 

36.6 

48.2 

240.5 

ucts 

Products of petroleum and 

4.0 

4.1 

9.9 

17.2 

378.0 

coal 

5.1 

7.4 

12.6 

12.7 

140.0 

Rubber products 

16.3 

29.6 

71.6 

55.1 

213.4 

Leather and leather products 
Stone, clay and glass prod- 

32.3 

35.8 

54.8 

58.6 

203.7 

ucts 

Iron and steel and their 

56.3 

63.6 

156.1 

120.6 

859.2 

products 

5.6 

8.0 

15.2 

15.5 

194.3 

Transportation equipment 

15.3 

15.8 

24.4 

31.0 

145.5 

Nonferrous metals 

11.0 

19.3 

30.5 

33.4 

336.6 

Electrical machinery 

43.0 

46.4 

76.2 

180.9 

327.8 

Machinery (except electrical) 

6.9 

8.9 

12.2 

13.8 

451.8 

Automobiles and equipment 

45.8 

53.3 

49.5 

39.6 

65.9 

Miscellaneous manufacturing 
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DisTRlBuTloK or Nonagricultural Employment, 
(In thousands) 



1 

Total, 

Number of Persons Engaged, 
in Firms with 

Industry 

All Size 
Classes 

0 

Em- 

ployees 

1-3 

Em- 

ployees 

4^7 

Em- 

ployees 

8-19 

Em- 

ployees 

TRANSPORTATION, COMMUNICA- 
TION AND PUBLIC UTILITIES . 

2,968.0 

162.7 

89.6 

72.3 

96.9 

WHOLESALE TRADE 

1,572.2 

38.2 

163.6 

144.4 

220.3 

RETAIL TRADE 

6,663.4 

956.9 

1,739.6 

853.4 

680.9 

General Merchandise 

948.5 

18.8 

37.3 

24.7 

23.3 

General stores with food — 

119.9 

28.2 

36.4 

17.6 

12.5 

Grocery with and without 
meats 

959.4 

276.6 

288.4 

88.1 

46.6 

Meat and seafood 

124.3 

25.6 

47.6 

14.2 

7.5 

Other food stores. 

354.9 

100.4 

96.4 

42.5 

22.5 

Liquor 

35.8 

7.7 

19.3 

5.1 

2.4 

Automobile dealers (new and 
used) 

356.1 

6.3 

42.2 

55.8 

88.8 

Other automotive 

91.8 

5.7 

15.8 

11.4 

19.1 

Apparel and accessories .... 

461.3 

34.0 

90.1 

54.5 

47.6 

Shoes 

71.0 

6.4 

15.7 

5.9 

5.9 

Home furnishings, equip- 
ment 

173.8 

10.0 

38.6 

31.6 

33.6 

Appliances and radio 

44.9 

10.1 

12.6 

6.7 

7.2 

Drugs 

247.7 

15.5 

84.5 

57.4 

29.0 

Hardware and farm imple- 
ments .^ 

120.9 

16.8 

49.7 

27.3 

16.4 

Lumber and building ma- 
terials 

264.9 

9.2 

37.4 

35.3 

43.3 

Eating and drinking places . 

1,181.1 

145.6 

383.9 

232.9 

186.3 

Filling stations 

534.9 

130.2 

258.5 

54.2 

18,5 

Other retail 

572.2 

109.8 

185.2 

88.2 

70.4 

FINANCE, INSURANCE AND REAL 
ESTATE... 

1,340.0 

125,6 

241.1 

138.9 

151.8 

SERVICE INDUSTRIES 

2,645.4 

399.7 

579.8 

223.6 

222.8 

Hotels, etc 

450.7 

8.3 

40.1 

30.0 

44.3 

Laundries, etc 

509.3 

58.1 

71.5 

31.9 

40.8 

Barber and beauty shops. . . 

407.1 

123.9 

208.7 

43.4 

18.1 

Other personal services 

179.2 

70.2 

67.1 

23.2 

11.6 

Business services 

342.4 

13.1 

28.1 

19.5 

25.0 

Automobile repair 

163.5 

48.9 

74.5 

25.3 

6.1 

Miscellaneous repair 

128.1 

64.5 

39.8 

7.4 

4.3 

Amusements 

464.5 

12.7 

50.0 

42.9 

72.6 
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BY Indcstry AjfD $12£ 01* FiRM — 1939 — Continued 


(In thousands) 



Number of Persons Engaged 
in Firms with 


Industry 

20-49 

Em- 

ployees 

50-99 

Em- 

ployees 

100-249 

Em- 

ployees 

250-499 

Em- 

ployees 

500 or 
More Em- 
ployees 

121.3 

96.0 

147.6 

123.3 

2,058.3 

TRANS PORTATIOJff, COMMUNICA- 
TION AND PUBLIC UTILITIES 

237.6 

148.6 

194.2 

82.0 

343.3 

WHOLESALE TRADE 

444.1 

234.3 

238.1 

230.0 

1,286.1 

RETAIL TRADE 

21.9 

42.8 

69.1 

101.6 

609.0 

General Merchandise 

6.5 

1.3 

1.7 

2.1 

13.6 

General stores with food 

29.2 

18.4 

19.0 

22.4 

170.7 

Grocery with and without 
meats 

4.7 

3.1 

3.0 

3.1 

15.5 

Meat and seafood 

13.3 

10.5 

9.0 

7.9 

52.4 

Other food stores 

.9 

.4 




Liquor 

86.9 

31.7 

12.5 

8.6 

23.3 

Automobile dealers (new and 
used) 

17.6 

11.8 

2.9 

1.7 

5.8 

Other automotive 

37.1 

19.3 

28.5 

24.1 

126.1 

Apparel and accessories 

4.0 

3,9 

4.6 

5.2 

19.4 

Shoes 

24.9 

12.8 

7.3 

3.4 

11.6 

Home furnishings, equip- 
ment 

S.9 

1.2 

1.2 



Appliances and radio 


3.7 

10.1 

6.5 

33.0 

Drugs 

6.4 

2.5 

1.8 



Hardware and farm imple- 
ments 

31.1 

10.7 

16.6 

13.4 

‘67!9 

Lumber and bmlding ma- 

97.5 

34,6 i 

25.1 

13.1 i 

62.1 

terials 

Eating and drinking places 

7,1 

2.9 

12.9 

7.9 

42.7 

Filling stations 

41.1 

22.7 

12.8 

9.0 1 

33.0 

Other retail 

142.1 

9S.9 

120.5 

87.5 

236.6 

FINANCE, INSURANCE AND REAL 
ESTATE 

1S3.6 

179.2 i 

170.3 

147.1 

539.3 

SERVICE INDUSTRIES 

3S.9 

35.8 ! 

50.3 

62.4 

143.6 

Hotels, etc. 

66.3 

59.9 

49.5 

32.4 i 

98.9 1 

Laundnes, etc. 


3.3 

2.8 

1*7 


Barber and beauty shops 


2.3 

2.0 




Other personal services 


22.5 

42,8 j 

31.7 i 

135.B 1 

Business services 

1 9 

1.8 

i 

..... i 


Automobile repair ^ 

1.8 

1.4 

1.4 i 


5.8 ! 

Miscellaneous repair 

40.8 

52,2 

20.9 

17.2 i 

155.2 

Amusements 
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National Industrial Conference Board, Economic AlmanaCy 1943-46^ pp. 34-35. 

Excluding military forces from 1930 on. 
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7. Labor Turnover Rates per 100 Employees 
IN All Manufacturing, 1930-45* 


Year 

Lay-offs 

Quits 

Dis- 

charges 

Miscel- 

laneous** 

Total 

Separa- 

tions 

Acces- 

sions 

1930 

35.97 

18.64 

5.04 


59.65 

37.02 

1931 

34.27 

11.39 

2.72 


48.38 

36.59 

1932 

41.68 

8.34 

1.96 


51.98 

39.82 

1933 

32.23 

10.66 

2.49 


45.38 

65.20 

1934 

36.26 

10.67 

2.24 


49.17 

56.91 

1935 

30.08 

10.37 

2.29 


42.74 

50.05 

1936 : 

24.70 

13.02 

2.63 


40.35 

52.16 

1937 

35.76 

14.97 

2.38 


53.11 

42.59 

1938 1 

40.47 

7.46 

1.29 


49.22 

46.16 

1939 1 

26.67 

9.52 

1.52 


37.71 

48.85 

1940 

25.89 

10.93 

1.84 

1.61 

40.27 

52.72 

1941 

15.86 

23.63 

3.04 

4.15 

46.68 

64.51 

1942 

12.87 

45.09 

4.66 

15.04 

77.66 

91.62 

1943 

7.0 

62.3 

7.1 ! 

10.8 

87.2 

89.6 

1944 

7.2 

61.0 

7.7 

5.9 j 

81.8 

73.2 

1945 

27.7 

61.0 

7.3 

3.7 ! 

99.7 

75.8 


* U. S. Bureau of Labor Statistics, Handbook of Labor Statistics^ Vol. i 
Bulletin No. 694 (1942), p. 534; U. S. Bureau of Labor Statistics, Monthly 
Labor Reoiew^ 1943-45. 

** Includes number who dropped out to enter the armed forces, or through 
death, incapacity, or retirement on pension. These were included in quits 
prior to 1 940. 















8. Estimated Seasonal Range in Number op Wage Earners, 1939* 
(In thousands) 


Industry 

High- 

est 

Month 

Lowest 

Month 

t 

Ratio 

Lowest 

to 

Highest 

Month 

Aver- 

age 

Hours 

Per 

Year 

All Manufacturing. 

8,854 

7,684 

.87 

1,540 

Food manufacturing 

1,028 

750 

.73 

1,385 

Tobacco manufacturing 

97 

87 

.90 

1,490 

Textile mill products 

1,236 

1,091 

.88 

1,580 

Apparel and other finished articles 
made from fabrics 

846 

727 

.86 

1,380 

Basic lumber industries 

458 

380 

.83 

1,250 

Finished lumber products 

361 

302 

.84 

1,585 

Paper and allied products 

289 

251 1 

.87 

1,785 

Printing, publishing, and allied Indus- ! 
tries i 

339 

322 

.95 1 

1,385 

Chemicals 

313 

266 

.85 

1,780 

Products of petroleum and coal 

113 

100 

.88 

1,670 

Rubber products 

136 

113 

.83 

1,540 

Leather and its manufactures 

362 

328 

.91 

1,480 

Stone, clay, and glass products 

320 

264 

.83 

1,585 

Iron and steel and their products .... 
Nonferrous metals and their products. 

1,147 

905 

.79 

1,630 

261 

214 

.82 

1,660 

Electrical machinery (including radios 
and refrigerators) 

303 

234 

.77 

1,590 

Machinery other than electrical 

584 

489 

.84 

1,770 

Automobiles, bodies, and parts 

485 

292 

.60 

1,380 

Miscellaneous manufactunng. 

271 

221 

.82 

1,635 


* U, S. Bureau of Labor Statistics, Wagi Earners and Weekb Wages^ 
January i939-*November 1942. 









9. National Income and Wages and Salaries, 1919-44» 
(In billions of dollars) 


Year 

, Wages and 

1 Sdaries 

Wages and 
Salaries 
in Private 
Industries 

National 

Income 

! 

1919 

38.6 


68.2 

1920 

44.6 


69.5 

1921 

35.7 


51.7 

1922 

37.2 


1 59.5 

1923 

43.7 


69.5 

1924 

43.5 


69.1 

1925 

45.3 


73.7 

1926 

48.3 


76.6 

1927 

48.6 


75.9 

1928 

49.6 


78.7 

1929 1 

52.5 

45.2 

83.3 

1930 

47.6 

40.7 

68.9 

1931 i 

40.0 

33.6 

54.5 

1932 

31.1 

25.3 

40.0 

1933 

29.3 

23.7 

42.3 

1934 

33.9 

27.4 

49.4 

1935 

36.9 

30.0 

55.7 

1936 

42.1 

33.9 

64.9 

1937 

46.2 

38.4 

71.5 

1938 

42.9 

34.6 

64.2 

1939 

45.7 i 

37.5 

70.8 

1940 

49.7 j 

41.1 

77.6 

1941 

61.4 

51.5 

96.9 

1942 

80.4 1 

65.6 

122.2 

1943 

101.8 i 

78.9 

149.4 

1944 

111.7 ! 

85.0 

160.7 


• Data from U. S. Bureau of Foreign and Domestic Commerce. 
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